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I—INTRODUCTION 


1-1 The Government of India Resolution No. C2-8(7)/67 dated 22nd 
July, 1967 requires us to review the perfcrmance of the National Coa) Deve- 
lopment Corporation Ltd. The Resolution states that there may be scope 
for improvement in matters such as planning, administrative and crganisa- 
tional set-up, stating, procurement of equipment, control of stores, financial 
and budgetary control, management-employees relationship and marketing. 
The Resolution has asked us to identify and assess deficiencies in regard 
to all these aspects of the working of the National Coal Development Cor- 
poration ard to suggest remedial «ction and the improvement that should be 
made in the policy and organisational set-up of the Corporation. In terms 
of this Resolution we were rcquired to make our report to Government of 
India by the 3lst October, 1967. A copy of this Resolution is appended 
as Appendix I. 


1:2 Soon after we met and began our work, it became clear that a com- 
prehensive review of the kind expected of us could not be made within the 
time-limit as stated in the Resolution. |The Ministry of Steel, Mines and 
Metals (Department of Mines and Metals) was accordingly requested to ex- 
tend the time to the 31st of January, 1968. On a further request, the time 
has now been extended to the 3th April, 1968. 


1:3 We began our work by defining its scope. Within the time avail- 
able to us (ircludiny the further extension to 31-1-1968) it would not: have 
been possible to go into all matters of detail and that only a broad assessment 
of the more important problems telating to the working of the Corporation 
could be undertaken. We further cousidered that our principal task was to 
locate particular deficiencies and to suggest remedial measures for bringing 
about an improved working of the Corporation, for setting it op a sound work- 
ing basis and for strengthenirg and preparing it for the tasks which it has to 
undertake in future, 


1-4 Our terms of reference also specify that alleged malpractices and 
financial irregularities need to be looked into. Within the time available, 
it may not be possible to complete the examination of all such matters which 
have been brought to our notice. However, we propose to deal with this 
part of our work in a later report. The question of management-employee 
relationship and a number of other matters which are not dealt with in this 
firat report, will also be taken up in the subsequent report. 


1-5 With a view to ascertaining the points which should receive our 
attention, we wrote to all the Project Officers and Officers in charge of various 
collieries from the level of Colliery Manager to the Area General Manager 
asking them for replies to a specific questionnaire. In addition to the in- 
formation which was called for from these Project Officers, and from the 
Project and Area Managers in regard to the plans and perfermance of the 
specific projects and collieries in their charge, we also requested them to 
make suggestions for improvement of the performance of the particular pro- 
jects and collieries as well as of the Corporation on the whole. We asked 


them more particularly to say more coveretely, how production could be 
raised, machinery and plant kept in optimum working conditions and how 
costs of ptotluction could be reduced. In response to our request, several 
replies have beer: received, Replies have also been received from other tech- 
nical staff officers in the field, like the maintenance and civil engineers, to 
whom the same questionnaire was sent at a subsequent date. A number of 
officers have made various suggestions for imptoving the organisational effi- 
ciency and performance. A copy of the questionnaire which was sent is 


attached to this report as Appendix II. 


1-6 In addition toa detailed questionnaire which was sent to the Pro- 
ject and Area Managers, we also invited suggestions from the Directors of 
the Corporation (past and presont) as well as from senior officers and heads 
of departments of the Corporation. In reply, we received a number of sugges- 
tions, We held discussions with many of these senior officers and Direc- 
tors, We have also received statcments from and held discussions with 
some Members of Parliament and also with representatives of unions of 
N.C.D.C. employees. These suggestiors and discussions have helped us 
in making ourselves familiar with the working of the Corporation. 


1:7 We have thus collected a large mass of material which it will take 
some more time to analyse before we teach our final conclusions. In the 
meantime, we have thought it advisable to make this first report on certain 
organisational aspects of the Corporation so that urgent attention is given 
to these problems. We have also briefly referred to certain immediate tasks 
to which early attention needs to be d2veted by the National Coal Deve- 
lopment Corporation and the Central Government. 


TI—SOME HISTORICAL PERSPECTIVE 


2-1 When the National Coal Development Corporation was established 
in 1956, coal was in great short supply. Coal demand was stated to be con- 
siderably greater than the over-all production of 38-0 million tonnes in 
1954-55. Except for some 11 coal mines operated over many years by Rail- 
ways and from 1952 onwards by Ministry of Production, and producing some 
3 million tonnes and the Singareni Collieries of Andhra Pradesh, production 
of coal was in private hands. Thus, the coal industry was then essentially 
a private industry. Transport difficulties had aggravated the shortage of 
coal for several coal-based industries. The Second Five-Year Plan and the 
subsequent Plans calling for a rapid development of the industrial base of 
the country’s economy, envisaged a very large and rapid increase in the de- 
mand of coal. The Industrial Policy Resolution of 1956 had included coal 
industry in its first Schedule requiring public sector to undertake investment 
in pew productive units. These were the circumstances which led to estab- 
lishment of National Coal Development Corporation. Its primary task as 
then envisaged was to work the State Collieries to maximum capacity, open 
out new mines, specially in outlying areas and thus augment the coal pro- 
duction to the requisite level: Emphasis was given to the starting of new 
mines and augmentation of productive capacity in the outlying fields of 
Madhya Pradesh, Orissa and Maharashtra with a view to reducing trans- 
port costs and to smoothening the transport bottleneck. 


2-2 A brief glance through the targets of development and production 
which the NCDC undertook to fulfil during the Second andthe Third Plan 
periods and their comparison with the actual production is sufficient to show 
that the performance was considerably below the target. At the end of the 
Second Plan period, the N.C.D.C. was expected to step up its production to 
13 million tonnes per year. The actual production during 1960-61 was 8-05 
million tonnes. However, during the last quarter of 1960-61, an all out effort 
was made to step up production without regard tc the availability of trans- 
port for moving the coal from pit-heads. It would appear that the purpose 
of this special effort was to demonstrate that the N.C.D.C, had in fact built up 
capacity to produce coal to the level of its target and that it was the railway 
transport capacity which came in the way of adequate supplies being made 
to the consumers. The production during this last quarter was reported to 
be 3:39 million tonnes, equivalent to the annual rate of 13-56 million tonnes. 


2-3 In retrospect, this move to demonstrate the producticn capacity 
of N.C.D.C. must be regarded as questionable from many points of view. 
Commercially, it was indeed imprudent to step up production and to ac- 
cumulate pit-head stocks, with the consequential risks of spontaneous com- 
bustion and deterioration. There is evidence too that in a few cases, local 
officers attempted, rather unsuccessfully, to over-state the production figures. 
The sudden spurt in production also involved the danger that quality (parti- 
cularly in regard to picking of shales, stones etc.) could not have been main- 
tained. 
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2°4 Nevertheless, the performance during the last quarter of 1960-61 
gave an indicaticn that the N.C.D.C. was im a position to reach the level of 
production which was targetted for the Second Plan Programme. One after- 
effect of this artificial spurt was that immediately afterwards, the produc- 
tion had Lo be deliberately curtailed in order to clear the large pit-head stocks. 
On the 1st of April 1961, the pit-head stocks were 1-73 million tonnes which 
was equivalent to 24 months’ average production for this period. In the 
immediately following year i.c. 1961-62, the production had to be brought 
down to 6-05 million tonnes. 


2-5 For the Third Five-Year Plan, the target for N.C.D.C. was 31-0 
million tonnes out of a total production target for the coal industry of 98-5 
million tonnes. This target, of 98-5 million tonnes appears to have been 
arrived at after ccllecting data as to the likely ccnsumption of the important 
consumer units and consuming sectors. When these projections were made, 
coal was in short supply and the shortage of transport had aggravated the 
situation. It would appear that the consumers and the consuming sectors 
were prone to exaggerate their needs in the context of these scarcities. The 
method adopted in making these projections, therefore, tended tc exagge- 
tate the requirements especially as there seems to have been no more than a 
superficial check on the figures so collected. It has to be stated that the 
target was accepted by the Ministry and the Planiing Commission. Certain 
projections made at the time of the mid-plen appraisal in 1963 projected 
the 1965-66 demand at 90 million tannes while a study made by the World 
Bank Team published in June 1964 estimated the requirement in 1965-66 
at 77 million tennes. Actual produstion during 1965-66 was 67-73 million 
tonnes. 


2-6 It was during the Third Plan period that the transport bottleneck 
progressively widened and by and large for the industry as a whole, it no 
longer became a restrictive factor in the production and supplies of coal. In 
actual fact, the total production of coal in 1965-66 ie. the last year of the 
Third Five Year Plan, was only 67:73 million tonnes, This large shortfall 
from the target is accounted for partly by the earlier overestimates of demand 
and partly by the delays in undertaking and completion of a number of coal 
consuming projects, especially in steel production and power generation. 
The policy of increasing diesclisation and elestrifization of Railways, which 
came to be implemented since 1961-62, on a progressively larger scale, 
also had to effect of stabilising at a low figure, the demand for coal for loco- 
motive xc. In 1965-66, the actual production of the N.C.D.C. was 9-61 million 
tonnes. 


2:7 It may be interesting to compare the increase in the production 
and sales of the N.C.D.C. with the corresponding increase in the production 
and sales for the coal industry 2s a whole, during the final years of the Second 
and the Third Five Year Plans. In 1960-61 N.C.D.C.’s production of coal 
was 8:05 million tonnes out of a total production of 55-67 million tonnes or 
14:5%. In 1965-66, the total industry-wise production was 67-73 million 
tonnes an the N.C.D.C.’s production was 9-61 million tonnes or 1£-2% of 
the total. While the cverall production cf the coal industry went up during 
these five years by 21-6% that of the N.C.D.C. had risen by 18-8%. The 
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special steps taken to step up the production during 1960-61 partly account 
fer this slightly lower percentage rise of the production of N.C.D.C. In 
regard to the despatches from the collieries, the N.C.D.C. accounted for 
6-10 million tonnes cut of the total despatches of 47-78 million tonnes 
during 1960-61 ie. 12-8% of the total despatches. In 1965-66 the N.C.D.C. 
despatched 9-47 million tonnes out of the total coal despatches of 60-61 million 
tonnes ic. 15:6%. Jt would thus appear that both in terms of actual pro- 
duction and despatches cr sales, the N.C.D.C.’s performance roughly corres- 
ponded with the performance of the entire industry. 


2-8 However, when we compare the performance with the Third Plan 
targets of the Industry as a whole and of the N.C.D.C. respectively the story 
is different. N.C.D.C. had embarked on a very large expansion pro- 
gramme during the Third Five-Year Plan and there was a considerable short- 
fall in the fulfilment of the programme. It had incurred a total plan out- 
lay of Rs. 93-5 crores in expanding its capacity from 13 million tonnes in 
1960-61 to a targetted figure of 31-0 million tonnes in 1965-66. It was also 
expected at the time that the Fourth Plan would see yet further rise in the 
demand for coal. It was in these circumstances that the N.C.D.C. began 
during the Second and Third Plan periods, to acquire machinery and man- 
power and to develop coalmines in various arcas and more pariicularly 
in the outlying areas of Madhya Pradesh, Orissa and Maharashtra. Some 
of the difficulties now faced by the N.C.D:C. are due to the maznitude of this 
development and the speed with which it was undertaken. It became clear 
sometime after the mid-term appraisal of the Third Plan in 1963 that for 
various reasons, the N.C.D.C’s production capacity at the end of the Third 
Five-Year Plan would not be more than 22 or 23 million tonnes. The Cor- 
poration had brought this matter to the attention of the Government. By 
then, it was also known thatthe demand was not growing as fast as expec- 
ted; but both the Corporation and the Government then thought it to be a 
temporary phase. The very next year i.e. 1964, when the demand continued 
to show a very slow rise, the N.C.D.C, found it necessary to review the de- 
velopment programmes and to suspend and defer several projects which it 
had, undertaken, specially for non-coking coal and in the outlying areas. In 
as many as 7 locations, further work was abandoned after incurring an 
expenditure of about Rs. 4-5 crores mainly on buildimgs and townships as 
well as development of collieries. 


The production and sales since 1965-66 have not been materially larger 
than those during that year, the figures for 1966-67 and for 8 months of 
1967-68 are as follows : 


(In million tonnes) 
1966-67 8 months 
of 
1967-68 
Production ‘a as ed ae 9-39 6-60 


Sales (Despatches) - an a ye 9°12 6-36 
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Consequently, large and expensive projects which the Corporation had 
undertaken with a view to achieving the expected high target of coal demand 
have led to investment and acquisition of capital assets and man-power which 
are not presently needed for the current level of production. 


2-9 A large and growing Organisation had been built up with some 
speed over a number of years in anticipation of a rapidly growing demand for 
production. As stated in the last paragraph, this process of growth continued 
till early 1964. Since 1964, several measures came to be taken for re-adjust- 
ments in the Organisation and retrenchment of personnel. In the process, 
several weaknesses which had not received adequate attention during the 
period of rapid growth and the subsequent phase of retrenchment, came 
to the surface and new stresses and strains also appeared as a result of re- 
adjustment. These affected all aspects of working of the Corporation. 


2:10 As a public sector unit, one particular feature of the N.C.D.C. that 
deserves to be kept in mind is that, unlike many other public sector indus- 
tries, the N.C.D.C. meets only a part, approximately 15% of total demand 
for its products. The rest of the supplies come from the private sector (with 
the exception of Singareni Collieries which produce about 4 million tonnes 
of coal.) The competition in the preduction and supply of coal is particularly 
keen, because as many as 800 different units are engaged in this industry. 
A large number of them (or as many as 523) are small units producing small 
quantities of coal not exceeding 5,000 tonnes each per month. It is be- 
Jieved that’ besides the N.C.D.C. and Singareni Collieries there are only 
some 15 or 16 important companies which mainly contribute to the produc- 
tion of coal, coking and non-coking. In respect of non-coking coal in parti- 
cular, the N.D.C.C. had undertaken expensive development in virgin and 
isolated areas of Madhya Pradesh and Maharashtra. On the other hand, the 
competing collieries in the private sector, which had been working their mines 
for long years, found it easy and economical to step up their production in a 
relatively shorter time and without a large addition to the mvestment, by 
resorting to more intensive work in the mimes, including permissible depillar- 
ing. The private sector was expected to raise its production from about 45 
million tonnes in 1960-61 to 61-7 million tonnes in 1965-66. Its actual per- 
formance was 54:1 million tonnes. As the overall demand had not risen 
as expected, a fierce competition emerged and. N.C.D.C. as a relative new- 
comer into the field had difficulties in expanding its sales and production 
above the levels that it reached. It may, however, be stated, as mentioned 
to us by several knowledgeable persons, that there has not been any signi- 
ficant new investment in the private sector in recent years, except for some 


three or four units. 


2-11 When the present industrial recession is overcome and the economy 
of the country resumes its upward course towards rapid development es- 
pecially in steel, engineering and the thermal power generation, the demand 
for coal would rise. While for some more years to. come the private sector 
of the industry would continue te meet the rising demand, it is more hkely 
that thereafter, and provided the economy picks up at the rate which is 
essential for our industrial growth, the N.C.D.C. could easily become the 
mainstay for meeting the increased fuel demand in the country. The more 
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mmediate problem before the N.C.D.C., however, is to build up its sales 
in a competitive market. This will require measures for a continuous survey 
of its markets, long-term agreements with known bulk purchasers, quality 
control to build up its reputation as a reliable supplier and aggressive sales- 
manship. It should seek to maximise its production, particularly from those 
collieries which can be run more economically and which have certain freight 
advantages in supplies to particular customers. Equally, from the long 
term pomt of view it is important that the Corporation should take ad- 
vantage of the present recessionary trend and of a lower growth in demand to 
put its house im order, remove its organisational and other weaknesses, eco- 
nomise on methods of production, make itself increasingly competitive with 
the private sector industry and set itself on a sound footing to meet the greater 
challenges which it would have to face during the years to come. 


2-12 It is with a view to assisting the Corporation to streamline its struc- 
ture and its methods of work and to draw its attention to the immediate 
tasks which need to be taken up to strengthen itself to meet the challenge 
of the future that this first Report is prepared and placed before, the Govern- 
ment of India, 


TII—IMMEDIATE TASKS BEFORE THE N.C.D.C. 


3-1. In an earlier paragraph, we have referred to the weaknesses which 
developed in the working of the N.C.D.C. during the period of its rapid growth. 
We also stated that these weaknesses and deficiencies came to surface when after 
1964 the N.C.D.C. was required to reduce its rate of development and to under- 
take measures to suspend some of the developmental projects. Measures were 
also taken since 1964-65 to reduce some of its personnel and to dispose of some 
of the plant and machinery. These two phases of work of N.C.D.C. were followed 
during 1966-67 and 1967-68 when the post of the Managing Director was either 
vacant or was held by a person, otherwise distinguished in the field of mining 
engineering, but who was required to devote part of his attention to another 
large public sector project. The weaknesses and the deficiencies, referred 
to, remained unresolved throughout this period. Indeed many of them were 
aggravated, partly because they had not received requisite attention over a 
long period of years. Amongst these, the lack of teamwork,and a tendency that 
had developed of different departments working in their own ways may be men- 
tioned aS major organisational-defeets. Absence of whole-time leadership 
in management, therefore, resulted in a virtual crisis im management. It is 
not our intention in this first Report to deal with these matters in detail or to 
attribute responsibility for these weaknesses and deficiencies, but to briefly 
enumerate the various tasks which the Corporation should urgently take up 
with a view to placing its working on a sound footing. 


3-2. Further, a recent change in trading conditions of coal, which has con- 
siderable impact on the working of the Corporation is the withdrawal of statu- 
tory control on prices and distribution of coal on 22-7-1967. It has to be noted 
that the coal trade and the consumers, no less than the coal producers, have 
been accustomed to conditions of control over a period of as long as 25 years, 
A generation of trade practices and procedures had developed during this period 
which were in tune with conditions of control. A reversion to decontrol 
and to the competitive market conditions has, therefore, added a new dimension 
to the work of the Corporation. As stated earlier in the Report, the N.C.D.C. 
is perhaps the only major public sector undertaking which encounters a great 
deal of competition for its market with the private sector. The removal of 
control on price and distribution means for the N.C.D.C., taking of special 
additional steps to canvass its sales. The sales procedure which was either 
rigid or adjusted to me various control measures, has now to be made more 
flexible. The decontrol should also bring certain competitive advantages to the 
Corporation. We have been told that during the period of control, when the 
supply was in excess of the demand, private sector often resorted to measures 
like secret rebates and discounts, sometimes even in violation of the control 
regulations. With decontrol such rebates and discounts could be openly given 
and the N.C.D.C. could also resort to the same price flexibilities as the private 
sector of the industry in canvassing its market. A second important conse- 
quence of the decontrol is that hereafter the competition would not only be 
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in terms of price but also in terms of quality and service. In these respects 
N.C.D.C. as a public sector organisation should be able to organise itself to 
play its part. 


3-3. The tasks which require the immediate attention of the N.C.D.C. 
and the Government of India in several aspect of its working may now be 
summarised below : 


(1) Sales—The most important problem facing the NCDC is to re-organise 
its sales office and the sales procedure. The directions in which this task should 
be undertaken are specified below : 


(a) The Corporation should undertake a survey of the market, current and 
prospective. It appears that the N.C.D.C. has not undertaken any comprehen- 
sivesurvey of its market. In undertaking developmental projects it has relied 
on ‘the targets and the general demand trend as indicated to it by the Ministry 
or the Planning Commission. The NCDC as a trading organisation should know 
its market. It should itselfassume responsibilities for making comprehensive 
studies for this purpose. For such studies to be meaningful for sales promotion, 
there should be a separate market study for each mine or at the minimum, for 
each area of production. Coal being a bulky material, a large part of its cost to 
the consumer is the railway freight or other transport expenses. Therefore, for 
each mine there is a natural and economic area of marketability for its produc- 
tion; it should be possible for the NODC to identify the particular areas in which 
each of its mines has this market potential and competitive advantage and to 
locate its principal customers in these areas. 


(b) It should then establish close contacts with its principal prospective 
customers as determined above, both in private and public sectors and’ enter 
on an intensive canvassing effort. for its sales. Emphasis is sometimes placed 
on reaching long term contracts with them. It would be possible to enter into 
such contracts, provided the customers are convinced that in price and quality 
and in service, as well as in guaranteed supply, N.C.D.C. would be a. better 
supplier. Steps should therefore be taken by the NCDC to gain the confidence 
of the consumers in these directions. Normally, it is to be expected that the 
public sector units, belonging to the State and the Central Governments would 
obtain their supplies from the N.C.D.C. Suggestions have been placed before 
us that the Government should direct such units to obtain coal supplies 
from the N.C.D.C.. We appreciate that such a measure would be consistent 
with the commercial practice, by wkich Companies managed by the same mana- 
ging agents or otherwise linked often obtain their supplies from the sister 

‘ companies, provided prices and conditions of supply are competitive. However, 
we do not suggest the issue of such a directive to public sector units. In any 
case, issue of such a directive to State Government Units may not be feasible 
and the major public sector units in the Central Sector, like Railways and Steel 
Plants are, we believe, already obtaining as large a part of these supplies as 
feasible from the N.C.D.C. A directive of the kind suggested has, therefore, 
a limited value. Moreover, we consider that the N.C.D.C. should be able 
to canvass its sales on the basis of its performance rather than by the support 
of a Government directive. 
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(c) To gain the confidence of its consumers the Corporation could guarantee 
the quantity of supplies to the customer. In this respect the Corporation has 
certain advantages which it should fully bring into play. If for some temporary 
reason the particular colliery from which supplies would normally flow to 
the consumer, is unable to maintain or develop production, the N.C.D.C. should, 
even at some temporary loss, make supplies available to the consumer from 
another of its collieries, thereby gaining the confidence of the consumer as to the 
continuity of supplies. Correspondingly it would be legitimate to expect from the 
consumer guranteed minimum offtake at regular intervals from the N.C.D.C. 
at the agreed price. These guarantees would enable the N.C.D.C. to organise 
its production and to arrange despatches on a more regular basis. 


(d) Rigid adherence to quality is important. As a public sector 
undertaking it should lay down standards of quality and rigidly enforce 
them. A serious note should be taken of any lapses in this respect by any of 
its officials. At several places, we noted that the Corporation has a mechanical 
screening plant, which, in fact, should enable it to provide far better satis- 
faction to the consumer in regard to quality of its coal as compared to many 
private sector collieries. There is no reason why the Corporation should not 
even seek to compensate itself with slightly, higher prices for the higher standard, 
which it can and should maintain in regard to low admixture, consisteney in 
sizes etc. Under conditions of decontrol, current methods of grading coal and 
specifying sizes and admixture may need to be altered. Equally, price diffe- 

-rentials as between different grades and as between steam and slack may also 
have to be altered, in order to suit the production programmes and consumer 
markets. 


(e) The consumer satisfaction in regard to quality being important, the 
NCDC should also consider making arrangements for a system of independent 
inspection at the time of loading of coal. In respect of large and important 
consumers, even at the destination it could arrange for surprise checks to en- 
sure that no supplies are made which, are different from the standard specified. 


(f) Another important measure which should be taken to gain the con- 
fidence of the consumer is to ensure that complaints made by the consumer 
in regard to quality or grade are quickly attended to. There should be a time- 
limit within which the complaints are investigated and settled. A procedure 
should be laid down for this purpose and staff earmarked who should be in 
touch with both the sales office and producing collieries. Where the complaint 
is found to be valid, the Corporation should not hesitate to give the necessary 
recompense. Where it is found to be frivolous, it should firmly reject: the com- 
plaint. It is by maintaining high standards in regard to quality, regularity of 
supply and prompt disposal of complaints that the N.C.D.C. should seek to 
increase its share of the market. 


(g) In regard to prices, the basic premise is that for the quality of supplies 
offered, the price should be competitive. There is no reason why consumers 
should require, as some public sector consumers do at present, that the price 
should be related to N.C.D.C.’s cost of production. They should be primarily 
interested in getting their supplies at prices somewhat lower than the casts 
they would otherwise incur on supplies from other alternative sources. If such 
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prices give more than moderate profit to N.C.D.C., there is no reason why it 
should not make that profit. The N.C.D.C. should also exploit its special position 
as alarge producer. The prices charged should be flexible and should differ with 
quality. Special inducements should be provided for pavements made within a 
specific period of the receipt of bills. Reduction and rebate could be provided 
to large consumers who guarantee minimum offtake at an agreed pre-determined 
price, such reduction and rebates being applicable to sales in excess of the gua- 
ranteed. offtake. It could even devise a sliding scale of prices for such large con- 
sumers as"power-houses. After-sale service should be established to assist these 
and other consumers’ with some of their problems in the use of coal. For this 
purpose the N.C.D.C. shauld explore the possibility of starting coal utilisation 
cells and/or fuel efficiency cells, as part of its sales promotion programme. 


(h) The N.C.D.C. should not remain content with enjoying its legitimate 
share in the existing market. As a public sector enterprise it should assume 
special responsibility for developing expending markets particularly in the 
rural areas for its products, where necessary with the help of trade. 


(2) Considerable discussions have taken place in recent months as to whe- 
ther or not the N.C.D.C. should employ the services of middle men in market- 
ing its products. In particular, it has been often alleged to be wrong to engage 
the services of middlemen for supplies made to. other public sector enterprises. 
In actual fact supplies to the Railways and to the Steel Plants are made without 
the middlemen. It is only in regard to other public sector agencies, principally 
the power houses, that the sales to these agencies are made through middlemen. 
‘We do-not wish to take any theoretical view on this subject. We agree that as 
far as possible, sales to public sector enterprises and in fact even to large private 
sector enterprises should be made direct and not through the middlemen. 
However, we see no reason why the N.C,D.C. should not also seek to develop its 
market fully with the assistance of those marketing agencies which already 
have a considerable sales organisation around the country. From this point 
of view and more especially to develop new markets we consider that the 
N.C.D.C. should explore the possibility of appointing such middlemen as their 
agents for sales in particular areas. Such middlemen have to be chosen care- 
fully not only on the basis of their financial standing but also on the basis of 
the organisation that they possess for the promotion of sales and for the expan- 
sion of market in particular areas. Their remuneration could be paid on 
the basis of performance. Their functions and liabilities should be precisely 
defined and enforced. What has been wrong in the present sales procedure 
through middlemen is not that they are employed for obtaining business from 
public sector enterprises, but that their functions and liabilities are not clearly 
defined, except by what goes in the name of trate practices, Further, 
timely action:has not been taken to recover the bills for supplies made to some 
of them for the fear that markets for particular qualities of coal would be lost. 
Tn beth these respects, the position can hardly be regarded as satisfactory. 


: (4) It is also important that the sales organisation remains in touch with 
the producing areas. We have noted that there is a tendency at times for the 
sales offices to blame the producing areas for inadequate attention to quality 
and for irregular supplies. On the other hand, the producing areas have 
complained that sales have been inadequate or that adequate and timely 
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arrangements are not made for the sale of slack or low grade coal and their 
accumulations of these grades of coal at pit-heads in turn have considerable 
impact on the flow of production. Sales and production are indeed ‘closely 
connected activities. It is, therefore, essential that the sale and production 
agencies should remain in constant mutual touch. Currently coordination 
is provided only by a monthly or periodical meeting of Area Managers in 
Ranchi. What is important is that there should be effective and meaningful 
liaison at the lower levels as well. The suggesticns made earlier for instituting 
an inspection and complaints procedure should provide one opportunity for 
bringing together these two agencies at the working level. In important 
areas, it may be even necessary to appoint at the Area level, a whole-time 
representative of the Sales Department to assist in bringing about the necessary 
coordination. 


(k) Lastly, we have ncted that the procedure of billing for sales needs to 
be speeded up. Currently, bills prepared for all despatches are sent each 
fortnight to the sales offices and the sales accounts office in Calcutta within 
five days after the close of the fortnight. For sales made to middlemen, the 
bills are scnt to the sales office, whereas those made without the agency of the 
middlemen are sent to the sales accounts office. These offices then scrutinise 
the bills ard forward them to the payees. The credit period is counted from 
the date of actual receipt of the bills by the payees. It has been found that 
this actual despatch of bills to payees has been inordinately delayed in several 
cases, We do not see why the bills should not be prepared even daily, and 
for each consignment, cr why they eculd not be sent direct by the despatching 
collieries or their Area Accounts Offices, to the consignees direct instead of 
being routed through Calcutta offices. A system of a separate bill for each. 
consignment has this merit that, should there be any complaint or dispute 
as to one particular consignment, the customer would not be in a position to 
delay payments in regard to other consignments and thus derive adventitious 
benefit. Copies of bills could be sent to Calcutta offices to enable'them to 
watch the recoveries. It has been mentioned to us that one reason for the 
present procedure is to enable the Calcutta offices to check the bills before they 
reach the consignees. We do not understand why such an additional check 
should be necessary. If the sales orders clearly specify the quality and price, 
the colliery offices or at best Area Accounts Offices should be able to exercise 
all the checks necessary before the bills are despatched to the consigneo. In 
the present system the consignees including the middlemen, get an unintended 
advantage of an extended period of credit. The N.C.D.C. as a trading organisa- 
tion having to borrow its working capital cannot afford to lose time in billing 
or in the recovery of the bills or to forego interest on overdue bills, as has heen 
done so far. The N.O.D.C. should also ensure (a) that any cases of delay 
in the despatch of bills to consignees are fully investigated and necessary 
disciplinary action taken in regard. to the delay and (0) that interest is charged 
cn any payments delayed till after the usual credit period. 

(2) Transport—In regard to transport we would like to mention only 
two or three matters at this stage. 

(4) There are widespread complaints from the colliery offices that the 
supply of wagons is less than, the indent and that the supply is irregular. These 
are borne out by statements of wagons indented, wagons allotted and wagons 
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received, as furnished by a number of collieries. The Railway officials with 
whom we discussed the matter have, however, told us that there is no shortage 
of wagons. They have produced evidence of certain collieries not having 
been able to load all the wagons supplied. These being matters of detail, 
which we have not yet examined, we do not wish to express a definite view. 
What has struck us, however, is that the existing procedure for allotment 
of wagons and of actual supplies is somewhat rigid and over-contralised. Some 
of the procedures and restrictions might have been correct when coal was subject 
to distribution contro] and also when there was an overall shortage of wagons. 
Some simplification in them should be possible, without necessarily reducing 
the requisite degree of efficiency in the use of rolling stock. We would request 
the railway agencies to re-examine these procedures. 


(at) Our study has shown that even after the allotment of wagons is made, 
their arrivals at the collieries are irregular. In theory, wagon allotment is 
notified to the pilot in time for the supply being made to particular collieries. 
If the pilot is notified at S O’clock and if the wagons as notified are readily 
available at the Depot station, it should be possible for the wagons to arrive 
at the colliery not later than mid-day. There are frequent instances, however, 
where the actual arrival of wagons is much later in the day and our investiga- 
tions show that often the allotment includes wagons which are not readily 
available at the Depot station at the specified time. In making the allotment 
the alloting authorities in fact also allot wagons which are expected to arrive 
at the Depot station during the next few hours on the day of loading. When 
these do not come in time the pilot cannot marshal them and take them to 
the colliery in proper time. We consider that with a little readjustment of the 
allotment procedure and better supervision of pilot operations, it should be 
possible for the railways to ensure that/there is regularity in the supply of wagons 
and punctuality in their arrival at the colliery. This is a matter of great 
importance for the collieries as once they know that the time at which wagons 
are tc be expected, the production and loading could be arranged to fit in with 
the supply of wagons. The N.C.D.C. would thereby avoid additional expenses 
of bunkering and of overtime and idle labour which they otherwise have to 
incur because of the vagaries of supply of wagons. If the N.C.D.C. is able to 
reduce its costs in this manner, it will be able to offer better ccmpetition, by 
passing a part of its savings to the consumers. ; 


(it) Besides this it seems necessary that there should be an arrangement 
for adequate liaison at various levels between the Railways and the N.C.D.C. 
In some areas this liaison may take the form of special officers appointed to 
deal with day-to-day problems of the colliery and the Rialways. The head- 
quarters office and the Sales Department of N.C.D.C. in Calcutta, moreover, 
should be in close contact with the offices of the two Railway systems namely 
the Easren and the Sou‘heastren Railways which are the preduminant 
carriers of coal. In addition, Area offices should be in close touch with Divi- 
sional offices of the Railways so as to obtain better liaison at the operating 
levels, 


(3) Production Planning—Sales and transport facilities are the major 
determinants in the planning of production. These three aspects are closel, 
inter-related Coal cannot be allowed to be held at pit-heads without risk 
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of fire due to spontaneous heating and deterioration in quality. Pithead 
stocks involve double handling which also mean: extra costs. So production 
has to be coordinated with despatches ana sales. At present. coordination 
in these activities is achieved at periodical meetings between A.G.Ms. and the 
headquarters officers. We consider that a systematic approach to planning 
of production will help to resolve many of the present difficulties, 


For this purpose, what is necessary is for each mine, realistic cost data, 
data regarding poter tial markets and sale possibilities and data as to its produc- 
tion potential. 


The cost data should reflect the actual expenditure incurred on pro- 
‘duction at each colliery and should be presented in two parts, one relating 
to direct costs which vary with production, and another overhead and fixed 
costs. The cost data should also be capable of distinguishing the costs which 
are within the control of the local managers and those elements over which 
they have no control. Such a presentation may bring about greater cost 
consciousness then what obtains at present, amongst the local managers 
and thereby induce them to take those measures which are within their 
powers to economise on costs which are within their control. Such measures 
would include not only better deployment of labour but also economics 
in consumption of stores and-spare parts and obtaining maximum service 
from its capital plants. It is theduty of the local managers, (A.G.Ms., D.S.0.C. 
and Colliery Officers) to be constantly on the jook-out for affecting econo- 
mies in the unit cost of production and the costing data should be fully uti- 
lised for this purpose. 


The N.C.D.C. has a small cell of Industrial Engineers to study matters 
relating to productivity and thereby to suggest economies in unit cost. of 
production. There should be a regnlar cadre of Engineers fully trained in 
industrial engineering whose services should be available to each of the Area 
Offices and these should be fully and freely utilized to bring about higher pro- 
ductivity and lower economic costs. 


One defect in the present cost system is that there is no reconciliation 
between the financial accounts and the costs as shown. This lacuna reduces 
the value of cost data as an instrument for control of costs. It is undertsood 
that the main difficulty in this respect is that even store accounts are not 
uptodate and frequently correct values are not shown in respect of stores 
utilised in production. It is necessary that these defects should be removed 
as early as possible. 


In planning production full use should be made of cost data, Profits 
of N.C.D.C. are the aggregate of the profits made from the production in 
each colliery. Therefore, larger sales and larger production from those 
collieries which give a larger margin between the selling price and the cost, of 
production should improve the financial position of the N.C.D.C. The sales 
efforts and production efforts should, therefore, be concentrated on thse 
collieries which give such larger margins. Where margins are smaller and yet 
the prices realisable are sufficient to meet both the direct and the variable 
costs, again attempts should be to maximise sales ind production so as to 
_ improve overall profitability. In a competitive market prices may sometimes 
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have to be fixed in a way that they do not cover all the costs. Nevertheless, 
it is important to keep the production going, So long as the prices are in 
excess of the variable costs, the resulting margin should, with greater sales, 
reduce the losses incurred in respect of fixed cost. Here again is a further 
category of cases where efforts should be made to increase sales and production. 
If there are any collieries where the freight disadvantage to the N.C.D.C. 
as compared to supplies from other sources is very large or where even the 
variable costs cannot be covered in the realisable price, the N.C.D.C. may even 
consider suspending production from such collieries, and keeping them on 
care and maint nance basis or even abandoning thei. Continued production 
from such collieries would mean larger losses and these would greatly affect 
the overall trading position of the N.C.D.C. 


These are some of the major points which need to be taken into account 
in planning and production from each colliery and cach area. Once it is de- 
cided to step up production from particular collieries and the sales arein 
sight, all r asonable assistance by way of stores and spare parts, should be- 
come available to them to cnsure: maximum production. It should be ‘the 
effort of all concerned to meet the needs of these collieries promotly and ade- 
quately. The work of the various connected officers should be judged on 
the basis of the exteut to which they facilitate the achievement of the pro- 
duction plan. 


If adequate informative data is collected at the headquarters of the 
N.C.D.C., it should be possible to draw up a plan of production each year 
which would give the optimum trading position. There should then be 
periodic reviews. The plans shoud be finalised after discussions with officers 
in the field. The areas and the collieries and the sales office should be re- 
quired to make maximum effort to adhere to them. The performace of indi- 
vidual offices could be judged by means of periodic reviews and progress 
reports. 


(4) Slore and Purchase——One. important, point pointedly brought to our 
notice is the inadequate and irregular supply of stores and spare parts of 
machinery essentail for maintenance of production. At all the local ‘ offices 
which we have visited complaints were made of the delays in the supply 
of spare parts, the dilatoriness of central purchase procedure, inadequacy of 
stores and spare parts and the consequent break down of carthmoving equip- 
ment as well as widerground mechanical equipment. It would appear that 
while the N.C.D.C. undertook a Jarge programme of mechanised mining, 
the ancillary services which could make such méchanised inining give the re- 
sults expe:ted, do not seem to have received proper attention. A large number 
of makes and types of machines purchased from different countries—and often 
even from the same country—has added to the difficulties of their mainte- 
nance and of provisioning of spare parts. In many instances we saw a large 
number of dumpers and other ¢arthmoving machinery ont of commission. 
Obviously the entire procedure of indenting, procurement and supplies 
of store and spares requires to be reviewed and streamlined. In this respect 
we recommend that the post of Controller of Stores and Controller of Pur- 
chase be combined. Tt should he the responsibility of the Controller of Stores 
and Purchase to ensure adequate stocks at its regional stores. It shuold 

M-P(D)248MofSM&M—3(a) 


16 


also be his responsibility to see that: collieries are not overstocking nor are 
they deficient in essential stores. A system of timely indenting should be in- 
troduced and the purchase procedure simplified with a view to getting 
maximum supplies within minimum time. A large number of rates contract 
which have been made should help in ensuring quicker supplies. However, 
some collieries have complaizod that relying on single rate contract supplier 
has sometimes led to difficulties. It should be possible to arrange rate contracts 
with more than one supplier to the maximum extent possible in order to 
obviate these difficulties. Shortage of foreign exchanve has been one of 
the reasons for the inadequate supply of spare parts. There are pro- 
posals for indigenous manufacture of a large number of spare parts. There 
is, howevir, no systematic arrangement for this purpose. The two Central 
Workshops should be brought to higher level of production especially of those 
stores aud spare parts which are constantly in demand by collieries. These 
possibilities do not seem to have received the attention they deserve. The 
N.C.D.C. should: draw up a systematic programme for the fuller utilisation 
of this manufacturing and repairing capacity which it has at its command. 
We hore to deal with these matters in greater detail in our subsequent. report. 
Here we refer to the problem as one requiring taking of urgent measures which 
would ensure smooth flow of supplies-of plant, equipment, stores and spare 
parts, specially to those collieries, where, under the production plan, production 
is to be stepped up. 


(5) Accounting—Reference has already been made about the madequa- 
cies of store accounts. Jn all the areas that we visited store valuation 
accounts were not uptodate. This. lacuna has also been brought to 
our notice by the commercial. anditors.of the Corporation. It is the 
delay in the accounts of store valuations that comes in the way of 
there being « monthly reconciliation of cost accounts with fimancial 
accounts. This lacuna is also believed to be responsible for large 
quantities of stores exhibited in the annual Balance Sheet, as “‘stores in 
transit”. Without proper store accounts, it has not been possible to present 
monthly or periodical financial statements to the management. It is essential 
that definite steps are taken without delay to improve this state of affairs. 
Store accounts are essential if the costs sheets are to present a rcalistic 
picture. Owing to the long delay that has taken place, it may be worth- 
while now to isolate past store transactions and seek to reconcile them separately 
by instituting arrear sections. The Accounts Offices should be suitably streng- 
thened if necessary, by readjustment of staff between different departments, 
so that they bring the store accounts uptodate as from some pre-deter- 
mined date. If this is done, it should be possible to provide not only a monthly 
reconciliation of the costs and the financial accounts but also to present 
a monthly balance sheet for each area and each accounting unit to the mana- 
gement. Currently accounts are only reconciled for the whole financial year 
t.e., for a period of 12 months and the accounts data is available to the mana- 
gement long after the conclusion of the financial year. If the accounts are to 
play an effective part as an aid to sound manag. ment, the data being avail- 
able only for 12 months and then again long after the events are not very 
useful for this purpose. 
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Another recommendation that the Committee would like to make is that 
each area accounts office should be a complete accounting unit by itself. 
At present the Area Accounts Office operates on an imprest account. As the 
transactions are large, the use of imprest accounts system for the accounting 
does not appear to be appropriate. We have consulted the commerical au- 
ditors of the Corforation and also the statutory audit authorities. We see 
no reason why the area accounts office should not be relied upon to produce 
complete accounts for the ar-a, monthly, quarterly and annually. The coor- 
dination at the headquarters could then be of all these complete accounts, 


One other deficiency relating to the accounts organisation which should 
be quickly attend. d to, is th: inadequacy of the internal audit sy:tem, The 
internal audit section itself is too small for a large organisation like N.C.D.C. 
The staff requires to be strengthened both in number and in qu:lity. The 
tasks of internal audit should not be limited, as hithertofore, to verification 
of payments with sanctions and to the formal or regulatory auditing to watch 
that the rules and regulations are being followed in sanctioning each payment. 
It should be given specific problems for study. It should also be able to locate 
any waste or loophole which need to be attended to, In recent months such 
work has been undertaken in certain fields and the scrutiny of the Internal 
Audit staff has pointed to several. important, areas for management action, 
for economies and for toning up the administration. With decentralisation 
of accounts it would be all the more necessary to employ internal auditors 
for these higher audit. functions, While the accounts are decentralised and 
become parts of the Area General Managers’ offices, the internal audit should 
be independent of the area offices and should be directly responsible to 
management at the headquarters. 


(6) Protlems of Administration and Organisation—It is not proposed to 
deal with these problems in all their aspects in this Report. The major and most 
urgent problem in our view is to restructure the top management, to strengthen 
it, providing for continuity of effective control, supervision, and decision making 
process at the headquarters level, Our comments on this problem and our 
recommendations in this behalf are contained in subsequent Chapters of this 
report. Here, we propose to record certain matters to which, in our view, the 
management should devote its early attention. In many areas we came across 
a number of competent personnel at the middle and the intermediate levels of 
management. Many of them complain of too much paper work and rigidity 
of porcedure which, in their views, could be avoided. The immediate tasks, how- 
ever, in this respect are to improve the state of discipline and to bring about 
cohesion between the different offices of the Corporation. We have come across 
cases in which orders issued by the Board of Directors have not been implemented 
nor was adequate action taken to get them changed. We have also come across 
cases in which orders issued by the headquarters at Ranchi have not been given 
effect to. There is tendency more particularly at the headquarters office, to take 
a departmental view instead of considering each matter from overall point of 
view. This trend seems to have bcen promoted by the unfortunate system which 
came into vogue in early years of the Corporation when, for each major activity, 
there was a separate departmental head responsible only to the Managing Di- 
rector, and having separate officers of his own in the field, not subject to the 
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discipline of the local decision — making authority. This system has als» 
resulted in overstaffing. What is worse is that it has promoted narrow depart- 
mental attitudes. A great deal of effort is now spent in trying to justify particu- 
lar lines of approach or arguments instead of reaching, by discussions and con- 
:ultations, practical working solutions to the problems in hand. If the Corpora- 
tion’s working is to be placed on a sound footing, it is nece+s+ry to bring about a 
decisive change in this attitule and to t»k2 consret: and conscious steps to 
promote team work at various Lv ls. Equolly, th: administrative procedur>s 
should provide for incentives for good p>rfo-m-nce and quick and speedy 
penalty in respect of lapses. All these chenges end improvements could be 
brought about only by strengthening the top management and by defining 
duties and functions of each offic :1. It has b2en brought to our notice that 
there have bcen no clear definition of functions of each officer. Much is left to 
be inferred from the position h holds and the direction he gets from officials at 
higher levels. 


(7) General—The various deficiencies and lacunae that we have referred to 
above are not exhaustive. But these are matters which, in our view, require 
immediate attention of the top management and in some cases of the Central 
Government. Some of the weaknesses referred to above crept into the organt- 
setion because of lack of leadership and lack of continuity in the appointments 
of the various top posts. The task asked of us is to locate deficiencies and: to 
sr ggest remedial action. By poistedly specifying these weaknesses, we do not 
wish to imply that everything is wrong with the N.C.D.C. That would not be a 
correct end a balanced view. The Corporation has certainly built a large pro- 
duction potential for the large market for coalas was expected in the Second 
and Third Plans. It has also become, by now, a price stabiliser for one of the 
el mentary raw materials for industry. It has taken up projects of develop- 
ment which, in years to come and with proper management, will make signifi- 
cant contribution to meet the national needs, [t has brought together a large 
number of competent technical personnel at the middle level who, with necessary, 
direction and guidance, have the capacities to discharge their task loyally and 
competently. Some of them have acquired experience and training in methods 
and techniques which have not been commonly practised in this country. These 
add to the assets of the country for future development. These and many others 
are important gains which should be preserved. The suggestions made in this 
report will, in ovr view, go along way in achieving these objectives. 


IV—STRUCTURE OF MANAGEMENT—BOARD OF DIRECTORS 


4.1, The National Coal Development Corporation Ltd. was incorporated 
under the Indian Companies Act. The Corporation having been given this com- 
peny form of management, all its functions and powers vest in the Board of 
Directors. Being the wholly owned concern of the Government of India, its 
entire capital investment is met from the public revenue. The Directors them- 
selves are nominated by the Government of India. For the first two yoars the 
Chairman of the Board of Directors was the Minister in charge of the Ministry 
of Production and later the Secretary of the Ministry. This, continued till 
7-9-1959 when the N.C.D.C. had a non-official Chairman. From the list of the 

Directors who were nominated, it would appear that with just one or two 

exceptions, they were Government officers from Ministries whose assistance was 

needed for the development of public sector production of coal. Thus the first 

Board of Directors had representatives of the Ministry of Iron & Steel, Ministry 

of Finance, Ministry of Railways and one-non-official Director, While many 

changes had been made subsequently-in the composition of the Board, it con- 

tinued, in the main, to compriseof senior officers who represented certain 

Government departments and certain Government institutions. 


4°2. This system of nominating a Board comprised mainly of officials of 
interested Ministries and organisations has two significant effects. Firstly, 
when the particular officer who represents an organisation is transferred, his 
place is ti.ken by his successor. In certain departments transfers are frequent 
and so this system results in a frequent change in personnel anda break in 
continuity. Secondly, the system also results in many of the Directors taking 
only a limited interest in the work of the Corporation. A number of Directors who 
have met us and discussed with us the way in which the Board of Directors of the 
Corporation has functioned have quite plainly told us that they were primarily 
concerned with the particular aspect of Corporations’ work which impinged on 
the working of their own Ministries and organisations. On matters which were 
not directly connected with their particular interests, the Directors frequently 
displayed an uncritical and passive attitude. Moreover, if proposals made by the 
Managing Director had implicit or explicit support from the Ministry, the 
Board of Directors could not play an effective part in considering them. It may 
not be an ex: ggeration to say that in this way the Board of Directors of the 
N.C.D.C. has been functioning at the very best, like an inter-departmental 
committee, Many of the officials nominated to the Board are far.too pre-occupied 
with their work and few of them, if any, have the time to devote themselves 
adequately to the affairs of the Corporation. It is significant that out of as many 
as 93 meetings of the Board of Directo.s held during 1956-57 to 1966-67 (in- 
clusive) a8 many as 61 were held in New Delhi and7 in Caloutta, presumably 
to suit the convenience of sever«! Directors. The numbers held in Ranchi and 
certain colliery areas were 23. Many Directors, past and present, have told us 
that frequently they were required to deal with a voluminous mass.of papers 
without adequate notice in a short period ofa few hours, and hence they have 
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had no time to go into matters of detail. We have glanced through the procee 
dings of some of the meetings of the Board and. its agenda papers, which lend 
confirmation to these views. 


4:3. The effective powers of management rested with the Managing 
Director, to whom all the powers of the Board have been delegated, with cer- 
tain exceptions. Powers retained by the Board of Directors are appended as 
Annexure III. We do not object to these delegations as they facilitate day-to- 
day management. In fact, later we suggest that the present delegations should 
continue. But the delegation of powers does not mean virtual abdication of 
authority. The Managing Director has the right to receive guidance in the work- 
ing of the Corporation from the Board of Directors and the Board of Directors, 
as the authority responsible for the sound working of the Corporation, has the 
right to keep itself fully, informed, to intervene, where such intervention is 
necessary and generally to exercise its authority, 


4-4, As stated earlier, even in these matters which required to be approved by 
the Board, in many cases, the Board allowed itself to be influenced. in its judge- 
ment by the views of the Managing Director, especially when these also found 
the support of the Ministry of Steel, Mines and Metals or its representative. 
If the Board had been vigilent and seriotsly concerned, as it should be, with 
the commercial and production aspect of the Corporation’s work, it would not 
have allowed the Corporation to rush into what turned out to be an imprudent 
decision to secure m:ximum production in January—March 1961, irrespective 
of transport availability, merely to demonstrate its productive capacity. We 
find that such important matters, as large losses involved by fires or other 
causes, are not brought to the Board of Directors for the write-off of losses or for 
other action, There seems to be no regular procedure too for bringing to the 
Board a record of action taken in implementation of its earlier decisions. In the 
circumstances, it is also not surprising that officers and other employees, inclu- 
ding trade unions, not satisfied with the decisions of the Corporation, have 
frequently sought to bring pressure to bear on it through the Government and 
the Ministry. Instances have also come to notice when the Ministry regarded 
the Corporation as one of its subordinate offices rather than an autonomous 
Company. Our conclsuion is that while the formal and legal powers of business of 
the Corporation vested in its Board, the effective power was in the Ministry of 
Mines and Metals and the Managing Director, even in such day-to-day matters 
on which the Corporation should have relative freedom of action. 


4:5. We consider that these arrangements should be changed and that the 
balance of power should be restored as between the Board, Managing Director 
and the Government. For this purpose, it is necessary to define in as precise 
terms as possible, matters which need to be looked into and controlled from 
Delhi and the matters in which the Board should have an effective and final 
voice. It would be necessary to define the responsibilities attaching to the 
Members of the Board and to reconsider its composition so that it could func- 
tion more effectively. Further, it would be necessary to consider and evolve 
procedures which would enable the Government and the Board of Directors 
to exercise such control and supervision on the work of the Corporation as is 
required in fulfilment of their respective obligations, leaving a large part o {the 
day-to-day work to the Managing Director and his team of top officials. 


V—RELATIONSHIP BETWEEN THE CORPORATION AND THE 
CENTRAL GOVERNMENT 


5-1. We have, thus, arrived at the conclusion that the Board of Directors 
of the Corporation, although formally and legally empowered to exercise all 
the powers of management, administration and policy decisions, has in fact 
not functioned effectively. General scrutiny of the minutes and agenda papers 
of the Board has indicated that many of the matters coming before it have been 
dealt with in a formal way. From the very beginning the Board was furnished 
with a quarterly report by the Financial Controller. It is interesting to find 
that. for some time before 1967, this report was discontinued. If the Board 
wished to keep a watchful eye on the working of the Corporation, it would not 
only have insisted on furnishing of this and other reports but also on certain 
progress data regarding projects, cash position, accounts etc, which it should 
ordinarily need in order to carry out its functions. The reasons why the Board 
has not been an effective instrument in carrying out its functions have already 
been mentioned. Attention has already been drawn to the fact that the officials, 
the employees, the suppliers of stores and-equipment and. purchasers of coal 
have, when not satisfied with the decisions of the Managing Director, often 
sought to obtain the intervention of the Ministry and the Central Government. 
For the proper functioning of the Corporation it is necessary that the effective 
authority should vest in a properly constituted Board of Directors which is 
formally vested with these pow.rs. The present picture of weak Board of 
Directors with powers delegated to the Managing Director who receives guid- 
ance more from the Ministry than from the Board should be altered. 


5:2, The Committee has read with interest the suggestions made by the 
Administrative Reforms Commission for the establishment, by statute, of sector 
corporations for each industy. The’ establishment of such sector corporations 
could inter alia undertake functions of co-ordination and detailed control on 
each industrial unit—functions which at present devolve on the Ministries. In 
regard to the N.C.D.C., the Commission has recommended that there should be 
a sector Corporation for the N.C.D.C. and the Neyveli Lignite Corporation. 
We feel that each of these two concerns having capital assets of well over Rs. 
150 evores, inight prove to be too large to be brought under one Sector Corpora- 
tion. Moreover, while the functions of the N.C.D.C. comprise mining of coal 
and the operation of coal washeries, the N.L.C. deals with not only the mining 
of lignite, but also its use for power generation and running of a large fertiliser 
plant. ‘The dissimilarity of functions of the two Corporations casts doubt 
as to the suitability of their being brought under one Sector Corporation. 


5-3. One obvious advantage of statutory sector Corporation is that the 
functions and responsibilities of the Ministries and the corporations respective- 
ly would then come to be defined by Statute. There is less chance then of 
dilution of the autonomy of the corporations. However, the establishment of 
such corporations involves a time-consuming process of legislation. In our 
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view, it should be possible to gain the objective of ensuring autonomous func- 
tioning of industrial units by finding a solution within the pres nt frame-work 
of the establishment of p iblic sector companies under the Indian Companies 
Act. 


5:4. The precise method which we would suggest is that there should be a 
clear statement made of the main areas of r sponsibility of the Central Govern- 
ment and of the Board of Directors of the Corporation. The s:atement should 
take into account and reaffirm the formal position as indicated in the Articles 
of Association of the Corporation. The Articles of Association for the esta- 
blishment of the company indicates quit clearly the intention that the Board 
of Direetors should functionin an autonomous manner. However, in view 
of the procedures that have developed in respect of N.C.D.C. (and possibly 
some other corporations as well), it would be best to restate the position more 
precisely and to carry out the intentions ot the Articles of Association not only 
in spirit and practi:e but also in letter. 


5-5. According to the Articles of Association, it is the responsibility of the 
Central Government to appoint the Board of Directors, the Managing Director 
and the Financial Controller. Tne p ior sanction of the Central Government 
is also needed for the creation of posts-and the appointments thereto on salaries 
whose maximum level exceeds Rs» 2,250/+-p.m. Thirdly, the approval of the 
Central Government is needed to incur capital expenditure in excess of Rs. 40 
lakhs. All other powers are vested in the Board of Directors. . 


5-6. In.addition, Central Government as the owner of the Corporation has 
the right to ask for and to receive a performance budget, say once every year 
and quarterly reports giving a full and complete picture of progress. In res- 
pect of supervision of capital works and of progress of new projects, the Govern- 
ment should involve itself more closely than in respect of operation of com- 
pleted projects and of other management matters. 


5-7, Besides the:e powers, Central Government, is frequently approached 
to provide such assistance as the Corporation needs for co-ordination with the 
working of other Government agencies. In this respect, the Committee is of 
the opinion that the Central Government should increasingly leave it to the 
N.C.D.C. (as also other Government Corporations) to establish direct contact; 
with the Government agencies, other than Ministries of Government. There 
is no reason why matters arising between Hindustan Steel and N.C.D.C. need 
to be considered at the Governmental level. Even in respect of such matters as 
supply of coal to railways, public sector steel plants, Electricity Boards of the 
State Governments and Central Electricity Units if any, there is no reason why 
the N.C.D.C. should not enter into direct negotiations with them for supplies 
as well as for settlement of prices.. The intervention of the Ministry should 
become necessary only in some very extraordinary circumstances. 


5:8, Another important area where co-ordinating work by the Ministry 
is essential is in the formulation of the future plans of development. _ Here it is 
the question not only of coordination, but of preparing proposals for fresh 
capital investments. While the N.C.D.C. should determine both its potential 
production as well as make its own assessment of the market for its product, 
the Ministry would be in a better position to indicate to the Corporation such 
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further plans of development as may be undertaken by o: under the sponsor- 
ship of other departments or Ministri:s of Central or State Governments which 
may need supplics of coal from.the National Coal Development Corpora- 
tion. In the formulation of the plans, therefore, the Central Government 
has to be closely involved in order to secure balanced growth in different sec- 
tors of development. Furthermore, in so far as financial resources have to be 
found for measures of development and such resources have to be provided by 
Government, it is obviously the Government that would be the deciding autho- 
rity. We, therefore, consider that all plans for development of new mines and 
washeries as well as other capital projects which are estimated to cost more 
than Rs, 40 lakhs should. as at present. require the scrutiny and sanction of the 
Central Government. 


5-9. Next we may consider the matter of pricing policy. In a corres- 
ponding c2se of the National Coal Board in the United Kingdom, the Statute 
empowers the Government to approve the method of pricing. In the case of 
N.C.D.C., it should not ben cessary for the Central Government or the Ministry 
of Steel, Mines and Metals to retain for itself the power for determining prices 
of coal produced by N.C.D.C. The position since thy decontrol is such that 
prices may have to vary from product to.product, from time to time and even 
from colliery to colliery in order to ensure the maximum production at mini- 
mum cost. The flexibility of operation that is needed to secure this object 
requires that the Corporation and its managenient should have the necessary 
powers to determine selling prices for its product. To cnsure requisite flexibi- 
lity, the Board of Directors may be well advised to lay down broad criteria 
leaving it to the Managing Director to determine prices for individual sales 
orders. It would be necessary, however, a3 a working rule that important sales 
made by or under the authority, of the Managing Director are reported to the 
next subsequent meeting of the Board. 


5-10. The question then arise’ as to whether the Central Government 
should lay down to the Corporation specific economic criteria which the Corpo- 
ration should follow in its working. In our view such criteria, in the present 
context, could be defined only broadly. One obvious direction in which the 
N.C.D.C. should be required to organise its work is to ensure maximum pro- 
duction at minimum possible cost. Being a public sector production unit 

it should be expected to follow fair trading practices and necessary ethical 
standards in its business of production and trade. The Corporation should 
make profits and obtain a fair return on the capital which has been invested 
in its plant, equipment and oth-r development works. These profits, however 

should emerge primarily as a result of economies in production. The objective 
should be to set: prices which would be fair to the consumers besides being pro- 
fitable t» the N.C.D.C. In the United Kingdom, the National Coal’ Board is 
required by the policy directive of Government to price its products and to 
organise its working in a way which ensures that taking good years with bad 

Board would noither make profit nor loss. Such a provision was probably 
necessary in the United Kingdom as the National Coal Board has a monopoly 
of production and supply of coal. The position in India is different. Only a. 
portion of the coal market is at the disposal of the N.C.D.C. _ As required by the 
Industrial Policy Resolution, the private industry will continue to openate 
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and will be given requisite assistance for its reasonable growth. Prices are: 
therefore, determined by competition than by a formula such as the one set for 
the National Coal Board in the United Kingdom. In dctual fact it would 
appear that even in the United Kingdom, the National Coal Board has to 
reckon with competition from Oil and Natural gas, with the result that with the 
encroachment of these competing “uels and a progressive reduction in the coal 
production, the National Coal Board has found it increasingly difficult to avoid 
losses as required by the price policy set for it by its Government. We consi- 
der that it may not be necessary to lay down any specific economic criteria; 
except to state explicitly, what is implicit in the present situation, that 
the N.C.D.C. should seek to maximise the return on its investments, follow- 
ing at the same time fair trading standards and setting out for itself sound 
commercial management, 


5-11, Next, it may be considered if any oth r gen ral directions are neces- 
sary to specify certain broad standards for the working and practices of the 
Corporation. It has been mentioned that as a public sector corporation, the 
NCDC should be required to miintain best trading standards. It should not 
resort to practices which are not in accordance with the b st business ethics. 
Similarly, in the matter of labour relations, the Corporation has necessarily to 
adopt a more progressive outlook than the private sector. In these and similar 
other matters, the Ministry or the Central Govt. may wish to lay down a 
specific code of conduct for being followed by the Corporation in its actual 
working. The problem is not peculiar to the working of N.C.D.C. and hence 
may have to be considered for all public sector units. 


5-12. However, having laid down these general criteria, the management 
of the corporation should be left entirely to the Board of Directors subject 
only to the specific powers reserved for the decision of the Central Government. 


5-13. In particular, all matters relating to what are known as revenue 
collieries should be finally disposed of by the Board of Directors and under its 
supervision and guidance by the Managing Director and by the top management. 
It should not be necessary either for the Board of Directors or for the Managing 
Director to seek prior concurrence or approval of the Central Government 
in the management of these collieries. As the Board of Directors would have 
a representative from the Ministry, he would necessarily be in a position to 
keep the Ministry and through it, the Central Government, informed of the 
progress of working of these collieries. Mor over, as stated earlier, Central 
Government should receive before the beginning of the financial year of the 
Corporation in the form of a performance budget, a statement of its production 
plan, what it expects to produce in each mine and in each region, the sales that 
it seeks to make, the expected financial return and any other information that 
may be relevant to the planning of production. The Central Government could 
also expect to re°eive progress reports from time to time including financial 
dats, and such other reports as may be needed to keep it informed of the 
progress, 


5:14, We are aware that the principle of public accountability requires 
the Ministry to keep a close watch on the operation of a Governmient-owned 
company. It may be necessary for the Government to intervene in -matters,. , 
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involving public interest. Where the Borrd of Directors finds that the com- 
mercial and financial interests of the Company would be best served by a parti- 
cular course of action, the Central Government may wish that, in the public 
interest, a different course of action be followed. We have suggested above 
ways in which the Central Government, through its own nominees on the Board 
and by obtaining periodic progress reports, makes itself continuously familiar 
with the working of the N.C.D.C. These working procedures should enable 
Central Governntent to intervene when intervention is required. We believe 
that in respect of matters oth r than the development of capital programmes, 
such intervention would not need to be frequnt. In any case, we consider 
that the intervention should take the form of specific directive and that the 
concomitant financial responsibility be assumed by the Government and not 
allowed to be refl ct din N.C.D. C.’s balance sheet. This later point is import- 
ant, as the assumption of financial r sponsibility by the Central Government 
will ensure that the directive is subject to p riodic reviews and modification a's 
required. Moreover, it will also ensure that the balance sheet of the N.C.D.C. 
is not saddled with the financial impact of its non-commercial activities. It 
may be stated that in September, 1960 Central Government issued a directive 
to N.C.D.C. to continue the working of Giridih collieries, but the losses incurred 
on these collieries were merged in-the>financial results of the Corporation, 
instead of being given as a grant from Central. Government. The system has 
resulted in exhibiting in N.C.D.C.’s balance sheets profits lower than wh:.t they 
would have been but for the directive. In’so far as the accumulation of 
surplus funds with N.C.D.C. was less because of this factor, the Corporation has 
moreover, been called on to bear additional interest charges as a consequence. 


5-15. In regard to the development projects, the Central Government 
should be closely concerned. Before a project is taken up in future, the Govern- 
ment should require the N.C.D.C. to initiate necessary surveys and studies, 
prepare project reports which would be sufficient to indicate the. justification 
for undertaking the project, its expected financial results and its contribution 
to the national economic growth. We have seen a number of project reports 
for the Second Plan and Third Plan projects. In all these project reports, the 
N.C.D.C. assumed that there would be adequate market for coal produced 
from these projects. On enquiry we understand that the N.C.D.C. made no 
market survey at all and it was guided largely by the indications given to it by 
the Central Government and the Planning Commission. These project reports 
themselves are sketchy. For project after project, the geological data on which 
the projects were drawn up' was in course of actual construction, found to be in- 
adequate. Plant and equipment was purchased not directly related to the project 
taken in hand but on a bulk order of the equipment normally utilised either for 
opencast mines or for underground development. Except in the case of projects 
planned with foreign collaboration—Russian or Polish—the project reports 
gave no working details as to the way in which the mine was to be developed. 
As a result, several changes had to be made in the details of the projects with 
consequent delays and increases in costs. It is not therefore surprising that, 
almost in all cases, the project estimates of capital costs were exceeded. On. 
enquiry we were informed that these defects in the project reports and the 
inadequate attention given to matters of detail was due to the considerable 
urgency with which the N.C D.C. was required to step up its production capacity 


26 


in order to meet the rising demand for coal. It must be stated that neither did 
the Central Government insist on such detailed planning as required for timely 
and economic execution. The projects as prepared were sanctioned and _ the 
N.C.D.C. was required to en-ure their expeditious execution. The past experi- 
ence in respect of many of these projects should be sufficient to realise that such 
short-cuts in development are frequently self-defeating. Another criterion 
which influenced the N.C.D.C. in its selection of projects was the insistence 
from the Central Government that it should take up development in outlying 
fields away from Bengal/Bihar area with a view to easing the transport situation. 
In many such places, communications had to be newly developed, new town- 
ships set up for its workers and staff some of whom had to be brought from 
other places and considerable infra-structure provided before the mines could 
be brought into production. As events turned out, the expected increase in de- 
mand for coal from these collieries has not materialised; the transport situation 
is less difficult than what has been envisaged; many of the enterprises which 
were expected to come up and absorb production of the N.C.D.C. have either 
been deferred, abandoned or delayed and the industrial recession specially 
since 1965 has aggravated these difficulties. ; 


5-16. Whatever has been the past record, it should be possible in future to 
ensure that projects are planned.in a more business like and realistic -manner 
and: on. the basis of fuller data: Latest techniques in. project and construction 
managements should be increasingly employed. In the present context of 
demand, the N.C.D.C. need not undertake any new project during the next 
few years except to cater to the needs of a specific consumer. A new power 
house of a significant size takes about 3-4 years to be completed from the time 
it is planned. Any plan for a new powerhouse would have to takeinto account 
supplies of fuel. If supplies from existing production are not adequate, it may 
be necessary for the N.C.D.C. to undertake development of a new project to 
provide a more suitable and economic source of supply. The period taken to 
plan and establish a new power house should ordinarily be sufficient for the 
N.C.D.C. to plan and establish anew non-coking coal-mine. There could thus 
be a co-ordinated development of both power house and the coal supplies needed 
for it. A steel plant under present conditions takes about 8-9 years to be 
completed from the time it is planned. Assuming new sources of supply of coking 
coal are needed for the steel plant, it should not be difficult for the N.C.D.C. 
to take up planning of such production at about the same time that the new 
steel plant is planned and to so arrange its construction and development phase 
as to be well in time for the supply of coking coal to the steel plant. Similar 
other instances can be thought of. The point that the Committee wish to make 
is that there could be and should be far greater coordination in the development 
of N.C.D.C.’s new projects and of the projects which are expected to be the 
natural markets for the coal produced from those projects. In sanctioning new 
projects, the Central Government should ensure such co-ordinated programmes. 
Further, the N.C.D.C. should also be required to follow the best techniques 
now known for planning and undertaking development of the projects. The 
development of mine: with the foreign collaborations have shown the way in 
which detailed planning should precede actual development work. The Corpor.- 
t'on should be required to follow similar practices. The time taken in the prepara- 
t onofsuch working details may at time be found to involve some delays in starting 


the project. However, if the geviogical and other data has been carefully prepar- 
ed, preparation of such working plans should enable the Corporation to reduce 
the time taken on its construction schedule and also to economiise in cost. We 
also suggest that in respect of new projects, there should be prior consultation 
with the Mines Safety Department and with the Coal Board, so that precise 
methods of mining are drawn up well before the projects are undertaken. 
‘urrently, we have come across cases where mine development was planned 
without such consultations and changes had then to be made in the methods 
of mining, as required by the Mines Safety Department, with consequent 
increase in capital costs and costs of production. 


5-17. Before concluding this. part of the Report it would seem appropriate 
to refer to two other matters of detail. 


We have suggested that in all matters relating to production. management, 
sales, etc., in respect of all the revenue collieries, the effective decision-making 
power should vest in the Board of Directors and under its delegation with the 
Managing Director. We have also suggested that for development projects, the 

Central Government should be more closely involved. It is, therefore. of some 
intportance to lay down, a, procedure for determining as to when a development 
project should be regarded as having reached the stage when it should be brought 
on the revenue account. We have seen different views expressed on this matter. 
Obviously, no hard and fast formula can be laid down in this respect. Hach of 
the development projects presents certain features of its own which need to be 
taken into account in reaching this decision. The minimum condition necessary 
to bring a development project on to the revenue account is that (1) it is in 
continuous production and that (2) it has the necessary facilities for loading 
and despatch of coal. Beyond this. it is more a matter of informed judgement. 
If a project is not put on the revenue account merely because it is incurring 
losses, the result would be over-capitalisation of the project, in so far as these 
losses would then be included in the capital cost of the project. On the other 
hand, if the revenue account shows a profit, the cost of plant and machinery 
and development cost would tend to be under-assessed by reason of the capital 
cost being diminished by the extent of profits. Neither situation would. seen: 
to be in accordance with the best accounting practices or in the interest of the 
future working of the project. The best course would be that at the time of the 
preparation of the project itself, the planning authorities should indicate fairly 
clearly as to the stage at which the project should be brought on to the revenue 
account. The situation thereafter could be reviewed by a group of technical and 
finance officials at the Headquarters in consultation with the Area General 
Manager and the Project Officials. The group should watch the progress of the 
project and advise as to the date from which the project should be brought on to 
the revenue account. The Corporation’s decision in this matter could also be 
subject to the approval of the Government of India. As we have suggested 
that in important matters relating to the development projects, the final decision 
should rest. with the Government of India, it would seem to be only appropriate 
that. this decision is also made by Central Government. 


5-18. We have noted that the N.C.D.C. does not maintain a depreciation 
fund. The annual balance-sheet and the profit and loss account exhibit the total 
depreciation on plant and machinery and other capital assets in use, that is 
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charged to the profit and loss account. Howev+ 4 no separate fund is maintained. 
In its annual capital budget which is placed before the Central Government for 
approval, depreciation, accruing on plant and equipment and capital assets 
is shown as resources available for further development. The Central Govern- 
ment has been providing plan funds to the extent of the total capital budget 
less the amount of depreciation and other internal resources which the Corpora- 
tion can find. The expenditure on major maintenance and replacement of plant 
and machinery, normally chargeable to depreciation fund, comes to be regarded 
a3 part of this annual budget. Earlier, we have recommended that all matters 
relating to the collieries on revenue account should be determined finally by the 
Corporation. The Articles of Association also empower the Board of Directors 
to sanction capital expenditure not exceeding Rs. 40 lakhs for any project; the 
Board would be in a better position to exercise this power in respect of major 
maintenance and replacement if a separate fund is maintained and the entire 
depreciation, as it accrues, is not merged as at present with genuine internal 
surpluses available for expansion and further development. 


5°19. A further point arises in respect of the maintenance of separate 
depreciation fund. Normally commercial concerns utilise their surplus resources 
in the depreciation fund to finance their working capital needs. In this way the 
enterprise is not saddled with interest charges on its entire working capital 
needs. The accounting procedure followed by the N.C.D.C. transfers the entire 
depreciation fund resources for use on capital development. For its working 
capital it has been borrowing from the State Bank of India in recent years 
paying an interest of 7} to 8} per cent annually. If the capital funds required 
for expansion and development were provided exclusively by the Central 
Government, it would need to pay interest only on half of the amount, because 
the funds subscribed by the Government towards capital development are 
partly equity and partly loan in equal proportions. Under the circumstances, 
it would be in the interest of the Corporation and in accordance with best 
business practice, if Central Government were to meet the cash requirements 
for the entire capital developmentschemes, leaving it to the N.C.D.C. to utilise 
its internal resources either for the purpose of working capital, replacement 
needs or, if any surplus isstill available, for investments in Central Govern- 
ment’s securities. 


VI—THE BOARD OF DIRECTORS : SUGGESTED COMPOSITION 


6:1. Besides laying down the specific areas of responsibilities and func- 
tions as between the Central Government and the Board of Directors, it is 
also necessary to see that the Board of Directors is so constituted that it can 
competently and effectively discharge these responsibilities. As we have men- 
tioned before, the Board of Directors of the N.C.D.C., composed largely as it is, 
of representatives of Ministries or other public sector agencies, works more 
like an inter-departmental committee than as a body responsible for adequate 
and effective functioning of the Corporation in all its aspects. It has also been 
stated before that one result of constituting Board of Directors in this manner 
is the frequency with which the composition is changed, when incumbents of 
particular posts in the Ministries or the public sector units concerned are chang- 
ed. For its effective functioning, it is essential that not only should the Board 
of Directors be constituted differently but that there should be adequate con- 
tinuity in its composition. In fact, the importance of continuity not only 
amongst Directors but also amongst-the top management posts cannot be 
over-emphasized. Many of the present difficulties faced by the N.C.D.C., the 
tendency amongst various departments of Corporation to work in a somewhat 
un-coordinated manner, certain inadequacies in the matter of discipline and 
implementation of directions, can well be attributed to this lack of continuity 
amongst the Board of Directors and im the top management. 


6:2 The Committee has given very considerable thought as to. the com- 
position of the Board’of Directors, It considers that on Board of Directors there 
shoull be 4-whole-time Directors (including the Managing Director). The 
Chairman may be whole-time or part-time but-even when a part-time Chairman 
is appointed, care should be taken to see that he is in a position to devote a 
great deal of his time and interest 'to the work of the Corporation. Even a 
part-time Chairman should be expected to make adequate time available for 
such guidance which the Managing Director may seek from him. Besides, it 
should be his specific charge to maintain good public relations and to main- 
tain high level liaison with the State and Central Governments and important 
leaders of public opinion. There is an increasing trend to criticise public sector 
undertakings. While well-informed criticism should be welcomed and acted 
upon, instances are not unknown of such criticism coming from interested 
sources. 


It is important, therefore, that the public sector corporations have effective 
arrangements for public relations. The Chairman of the Corporation, properly 
selected, should be able to supply the requisite need. If necessary the part-time 
Chairman may be given a suitable retainer for his services. 


6:3. It is needless to add that care has to be taken to see that the Chairman 
and the Managing Director have the requisite qualities to get on with each 
other and that both have the necessary qualities to provide the leadership 
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needed to the Board of Directors and to the managenient of the Corporation 
respectively. Other whole-time Directors should be appointed in consultation 
with the Chairman and the Managing Director. One of them would be required 
to take charge of matters of finance, accounts etc.; another should take charge 
of all technical matters, whether of production or of planning, geological surveys, 
maintenance of equipment and plant etc. There might be a third whole-time 
Director to deal with the administrative matters. For the time being, we would 
not suggest a separate Board Director for sales although development of sales 
is a major and immediate task before the Corporation. We consider that for some 
time to come, Managing Director should personally be the Board Director 
responsible for sales. In this work he would have the assistance of the Sales 
Manager and the two should be together tackling the various matters relating 
to it as referred to earlier. 


6-4, While these whole-time Directors would thus have some specific 
charge for each of them, it is essential to ensure that along with the Managing 
Director they work as a team and not as separate departmental heads. This 
should be ensured firstly, by proper selection, secondly, by ensuring that the 
selections are made in consultation with the Chairman and the Managing 
Director and thirdly, by involving them in joint responsibility with the Mana- 
ging Director in various decisions which the Corporation makes. In making 
decisions on their own or on behalf of the Managing Director, these functional 
Directors should be required to take an overall view and not a departmental 
view, Finally, we have suggested elsewhere that in matters within the delegat- 
ed powers of the Managing Director, he would have the power to over-rule the 
recommendations of any or all the other whole-time Directors and the right to 
review and alter any decisions made by them, It is expected, of course, that 
normally he would not need to exercise such powers and the decisions are 
reached. by discussions and consultation rather than by the use of overriding 
powers, A good team would seldom need to invoke such residual measures for 


decision-making. 


6-5. We have emphasized the need for such whole-time Directors as we 
consider that the provision of such Directors would strengthen the organisation 
from many points of view. It would provide for a continuity in decision-making 
in case of any sudden change in the incumbency of anyone of the three or four 
whole-time Directors. It would also provide a suitable avenue for rising to the 
top posts to the officers of various cadres of the N.C.D.C. We believe that while 
for sometime to come the N.C.D.C. and the Central Government may have to 
seek services of officers from outside the Corporation for appointment to these 
posts, we look forward to the period when the N.C.D.C. itself will provide the 
necessary personnel for the manning of these posts of Directors even including 
the post of the Finance and Managing Directors. We have come across many 
officials in the Corporation, specially amongst the younger groups, who have 
struck us as having the potential to undertake leadership and competent 
management. If their talents are properly developed, there is no reason why 
some of them could not rise to these top posts. The fact that they could do so 
may add to the incentives of the service in the Corporation and thereby raise 
efficiency all round. 
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6-6. _ Besides the four whole-time Directors and: a part-time. or .a whole- 
time Chairman who has both the time and inclination to take close interest 
and to provide guidance and public-relations support to the overall working of 
the Corporation, the Board may also include a number of part-time Directors. 
Here again, there should be some 3 or 4 Directors who would also have the 
time and inclination to take close interest in the working of the Corporation. 
It would be useful if they have the knowledge of some specific aspects of the 
working of the coal industry whether technical, financial or administrative. 
But the more important consideration which could influence their selection is 
the extent to which they can devote their time and energy for an effective contri- 
bution to the working of the Corporation and that they can be relied on to 
ensure adequate team work. Government may be represented on the Board of 
Directors by 2 Directors; one from the Ministry of Steel, Mines & Metals and 
one from Ministry of Finance. No other Government department need be 
represented. There should also be a Director with the knowledge and experience 
of trade union matters. We have been informed that the presence of such a 
Director on the Board of the N.C.D.C. has been found to be particularly helpful 
in maintaining over a long period of years, healthy and progressive manage- 
ment-employees relationship. 


6-7. To sum up, we consider that the Board should comprise of a part- 
time or a whole-time Chairman, four whole-time functional Directors (including 
the Managing Director), two Government representatives as part-time Direc-. 
tors and some four or five other part-time Directors, including a suitable Director 
with the knowledge and experience of Trade Union matters. The Board will 
thus comprise of some 11 or 12 Members. The Articles of Association provide for 
the appointment of a maximum of 15 Directors. 


6-8. Currently, the Managing Director of the N.C.D.C. is a Director of the 
H.E.C. and of the Hindustan Steel. Correspondingly the N.C.D.C. has on its 
Board as members the Managing Director of the M.A.M.C. and the H.S.L. 
Obviously these arrangements were made with a view to provide contacts 
between the public sector units concerned who are either suppliers or consumers 
of the production in their respective units. In the scheme of things that we have 
suggested, there need be no such representation at the Board level. The neces- 
sary contacts between these various public sector units are essential; but these 
could be provided otherwise, as for example in the form of Coordination Com- 
mittees. The reason why we do not think that this kind of coordination need 
to be provided at the level of Board of Directors is that these top managers are 
busy men and have not the time and only a limited interest to devote themselves 
to the working of the sister Corporations. What we envisage is that the members 
of the Board should assume more comprehensive and overall approach to their 
functions and should be able to devote sufficient time to make an effective 
contribution to the work of the Corporation. ' 


6-9. We have emphasized earlier in this Chapter the importance that we 
attach to continuity in policies and continuity in top-management. We, there- 
fore, consider that once the Directors are chosen with the care as suggested 
in an earlier paragraph, they should have a reasonable tenure so that they 
are able to make an effective contribution to the work of the Corporation 
For this purpose, a convention should be followed that the appointments of 
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part-time Chairman and/or Directors should be renewed as necessary in urder 
that each incumbent holds the position for not Jess than three continuous years 
and possibly even five continuous years. To begin with, half the number of 
part-time Directors (including the Chairman) may have a three year tenure 
and the other half five years. This will introduce a system of rotation which 
would ensure year-to-year continuity over a period of years. It is understood, 
of course, that the whole-time Directors will be appointed for a minimum period 
of five years, which period could be extended as necessary. 


VII—SOME PROBLEMS RELATING MAINLY TO HEAD- 
QUARTERS MANAGEMENT 


7-1, Having dealt with the questions relating to the constitution of the 
Board of Directors and the powers that should be effectively vested in them, 
the Committee wish to turn now to making certain preliminary recommenda- 
tions in regard to the management of the Corporation. In this Chapter it is 
proposed to deal primarily with the management at Headquarters and then 
again with only a few of its important aspects. 


7-2, The Board of Directors has delegated a large part of its powers to 
_ the Managing Director. This delegation conforms to the sound business 
practice, in so far asthe best managemtent is the one where day-to-day decisions 
are quickly taken and speedily implemented. The Board of Directors how- 
Soever constituted cannot meet often enough to make these decisions nor 
can it concern itself with matters of day-to-day detail, The Committee has 
no comments to make on the existing scheme of delegation; it generally ens 
dorses the extent of delegation of powers made to the Managing Director, 


7-3 The Committee has suggested that besides the Managing Director, 
there should be three other functional Members of the Board of Directors. 
A question may be asked whether the presence on the Board of Directors 
of two or three whole-time officials of the Corporation, who are in the mana- 
gement hierarchy subordinate to the Managing Director will not lead to 
some of the day-to-day matters being brought before the Board. We suggest 
that such a contingency should be avoided by providing that in the exercise 
of powers delegated to the M. D. and within these delegated powers, he will 
also have the powers to over-rule any member of its management whether 
or not that member is alao a Member of the Board of Directors, The Board 
should not require a functional Member to bring any matter within the dele- 
gated powers, on which he does not agree with the Managing Director, to 
the notice of the Board of Directors nor should the Managing Director be re- 
quired to do so. If this position is clearly laid down and well understood, 
there will be little danger of any day-to-day matters other than those which 
are of major importance being brought te the Board of Directors with diffe- 
rences in views expressed by the functional members, The functional mem- 
bers will be free to express their views and will, in fact, be expected to make 
their frank contribution to the discussions of the Board of Directors, in matters 
which are brought up before the Board for decision. 


7-4 To enable the Board of Directors to function properly, they should 
prescribe & number of returns and reports which should ba brought to the 
meetings periodically so that they get closely familiar with the progress aud 
performance of the Corporation. In an earlier paragraph, we have roferred 
to certain matters which are not at present placed before the Board (vide 

a 4-4), These are only illustrative, and we suggest that the reconstituted 
Board be asked to review the position. The intention is to enable the Board 
to discharge its responsibilities effectively. If any Member of the Board 
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possesses special aptitude or knowledge on any aspect of the working, he may 
be also called on to study those aspects and advise the Board. This practice 
will ensure continuing and abiding interest by the part-time members in the 
work of the Corporation. 


7-5, While large powers are delegated) to the Managing Director, it is 
to be understeod that the M.D. cannot be expected to personally exerciso 
all those powers. The delegation, in fact, provides that the M.D. may ir. 
turn re-delegate some of his powers. At present, there is delegation of powers 
up to certain specified limits to the Area General Managers and lower down 
to the Deputy Superintendent of Collieries. We suggest sufficient powers 
be redelegated also to the heads and officials of various departments at the 
headquarters. We have come across instances of minor matters being placed 
before the M. D. for his approval. Ifthe M. D. is to carry out his principal 
functions adequately, it is necessary that he is not burdened with such rou- 

tine, A review should be made of the type of cases which are now put to 
him for orders and appropriate delegations made. to appropriate officers in 
the headquarters office. 


7:6 We consider that the primary task of the M. D. should be to pro- 
vide leadership to the management team to ensure that there is adequate 
and effective coordinated action, that the decisions are taken with requisite 
speed and care and promptly implemented. These are also the important 
duties.and functions to which the M. D. should devote his whole time atten- 
tion. Ordinarily, the M. D. should not be in charge of a specific Department. 
Flowever, for reasons noted elsewhere, we have suggested that for some 
time to come, he should devote a great deal of his attention to sales and to the 
reorganisation of the sales department. The Sales Manager would be work- 
ing directly under his control. } 


7-7, The Technical Member of the Board of Directors should function 
as the head of all technical departments. _ In his charge there should be— 


(1) A Chief Engineer (Production) who would be responsible for plan- 
ning of prdduction and operation of the revenue collieries; 


' (2) A Chief Engineer (Planning) who would be responsible for all matters 
connected with the development projects from the time of their 
inception to the time they are placed on revenue account; and 

_ (3) Other heads of departments like Electrical & Mechanical, Gao- 

. logical work, Civil Engineering etc. Their precise designations 
and ranks would depend on the volume of work as it develops 
from time to time. We believe that at present, while the head of 
Electrical and Mechanical (including excavation) has to be of the 
rank of a Chief Engineer, for the geological and civil engineering 
departments, officers of lower ranks may be adequate as heads 
of these departments. Re 


7-8, Similarly, the Finance Member of the Board of Directors should be 
incharge of the following functions :— : ; 


(1) Internal Audit; 
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(2) Accounts including cost accounts; and 
(3) Financial Advice. 


Separately we have suggested decentralisation of accounts functions 
to the areas and that this decentralisation be accompanied by giving a very 
important role to the internal Audit. We would like to see early strangthen- 
ing of the internal audit set-up in the Corporation, Not only should it 
look into questions of whether in incurring expenditure rules and procedure 
as prescribed are followed, it should from time to time undertake studies of 
comparative unit costs, efficiency with which various tasks are undertaken 
at the areas and colliery levels in stores depots and workshops, as well as in 
the sales offices. The function of the Chief Cost Accounts Officer would be 
it to provide technical guidance to the cost personnel, to coordinate the cost 
data received from various accounting units of the Corporation, to present it 
to the management and the Board of Directors, with a critical appreciation 
of the comparative results, and to bring to the notice of the management 
matters arising from the cost data, requiring management attention and 
decision, We have separately suggested that the Area Accounts Office, 
instead of working on an imprest should become fully responsible for store 
accounts, monthly financial accounts and the balance sheet for the area leav- 
ing it to the headquarters only to coordinate the accounts received from 
them as well as from other accounting units. The Chief Accounts Officer, 
should, however, be required to inspect, supervise and guide the Area Accounts 
Offices in technical matters of accounting. 


7-9, Current orders provide that all financial powers delegated to the 
A.G.Ms. are exercised by them in consultation with the Deputy Financial 
Advisers, Where there is a difference of view between them, the matter is 
referred to Ranchi for final decision. In the earlier years, the Area General 
Managers had been given the power to overrule their Financial Advisers 
the circumstances in which this power was withdrawn aro not altogether 
clear. The correct system is for Area General Managers to be empowered. 
to overrule their Financial Advisers when they consider it necessary to do 
so in the interest of production and progress of development project. The 
A.G.Ms, should, however, be required to record their reasons in such cases 
and to report the matter to the headquarters immediately after the decision 
is taken. 


7:10. The third important area of work is the administration, The 
Board Member in charge of administration should have under him, a Chief 
for administration and a Chief Personnel Officer. He should also be in charge 
of stores and purchase which should have a Controller of Stores and Pur- 
chase as its main functionary. He may also take charge of certain other 
miscellaneous departments like security, and medical attendance and Legal 
advice. 

7-11. Vigilance should remain independent of the three functional mem- 
bers of the Board of Directors and be directly in the charge of the Managing 
Director, with a Chief Vigilance Officer to assist him. 

7:12, With these changes, the management chart, of the- headquarters 
in Ranchi could be presented as in the diagram. 
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7-13. We have stressed earlier and we wish to reiterate that the Mana- 
ging Director and these three whole-time Members of the Board should 
work as a headquarters management team. While each member will have 
powers of decisions in matters relating to departments assigned to him, he 
should be required to take an overall and not a narrow departmental view 
in dealing with these matters. His decisions are, in fact, decisions on be- 
half of the Managing Director or of the headquarters management team. 
Various devices can be evolved, such as an half-hour meeting each day of 
this management team, so as to foster the necessary team spirit. The 
Managing Director as leader of the team will doubtless pay attention to evol- 
ving these devices, so that the group works in the spirit in which it is con- 
ceived. We also consider that the Managing Director and the functional 
members should undertake frequent tours of inspection of the various areas 
and. collieries, 


7-14, The Managing Director and three whole-time members of the Board 
are key posts in the administration and management of the Corporation. It 
is important that the incumbents of these posts are appropriately remune- 
rated, The three whole-time. members of the Board should be co-equal in 
status and remuneration. Their remuneration should ordinarily be only 
marginally lower than that of the Managing Director. As stated earlier, 
every endeavour should be made to, make a careful selection of persons for 
appointment to these posts and if, for attracting suitable persons, higher 
salaries have to be given, there should be no hesitation to do so, Any small 
extra costs incurred in such higher remuneration will more than repay itself 
in the economies that may come about in the working of the Corporation 
by reason of its having a competent top management. , 


7-15... We have stated earlier that at the area level, sufficient adminis- 
trative and financial powers be vested in the Area General Managers. We 
have reviewed the existing powers-and consider that these appear to be ade- 
quate for the time being. They could be reviewed if necessary after some 
time. In the present crganisational’ chart, the area. General Managers them- 
selves are shown as subordinate to and under the control of the Director 
of Production or D.G.M.(T). It would be more appropriate to show Area 
General Managers as under the control of the Managing Director and of the 
headquarters management team. Area General Manager is the top func- 
tionary.in the area concerned and holds position somewhat similar to that 
of the M. D. He is not only in charge of production and development but 
he should also be made. responsible for proper functioning of other depart- 
ments like administration, accounts, civil engineering, repairs and mainte- 
nance, labour relations, etc. It is not therefore correct to show Area General 
Manager as being under the control of Director of Production or of D.G.M,(T). 
The A.G.Ms. should be free to correspond direct with the appropriate func- 
tional members of the Board, as for instance with Administration member 
on labour and staff matters or on stores and purchase matters. 


7:16. Inproviding the administrative structure as indicated in the preced- 
ing paragraph, it is important to ensure that none of these top-management 
posts are left vacant for any appreciable length of time. The major difficul- 
ties which have arisen in the working of the Corporation in recent months 
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- and years are attributable at least in part, to the absence of one or other 
functionary for several months on end. Since Shri Vadera left the Corpora- 
tion early in 1965, there is no Chief Personnel Officer dealing with the impor- 
- tant‘ area of work namely labour relations. Since Shri Kumaramangalam 
left the Corporation towards the end of 1965, there has been no senior officer 
in charge'of Administration (except for a short period), Even such a high 
technical post as that of D.G.M.(T) is now filled on a provisional basis. The 
difficulties that arose owing to the gap in the continuity in the post of M.D. 
are now well-known and do not need to be restated. The Committee con- 
sider that greater. attention should be given than hitherto, to ensure that 
all these and other top posts. are properly staffed and not left vacant for any 
appreciable length of time. 


7:17, Weunderstand that one reason why most of the top posts have 
remained vacant in the past is the time that is taken in the selection of suit- 
able personnel and in sanctioning their terms of appointment. The Board of 
Directors has powers to sanction posts and make appointments to them on 
scales of pay maximum of which does not exceed Rs. 2,250. In regard to the 
posts for which higher emoluments have to be given, the sanction of the 
‘Central Government is necessary. Within the Government departments 
these proposals have to be considered by the Ministry of Steel, Mines and 
Metals in consultation with the Ministry of Finance in regard to the terms 
proposed and thereafter obtain the concurrence of the Ministry of Home 
Affairs and with the approval of the Appointments Committee of the Cabinet. 
This procedure especially in regard to the fixation of terms of appointment 
sometimes takes a long time. As the emoluments of the officers concerned 
are not met directly from the Consolidated Fund of India, it is not clear as 
to whether the sanctioning of the remuneration and other terms in such cases 
need require the approval of the Ministry of Finance. It would be desirable, 
in any case, if the financial powers for settling the terms of appointment are 
delegated to the Ministry of Steel, Mines and Metals. 


7-18. Another important lacuna which needs the attention of the mana- 
gement is the absence of any orders defining the functions and powers of 
each officer in the Ranchi office. Sound management requires that each 
officer should know what his functions, duties and responsibilities are. At 
present there seems to be some confusion in this matter. Duties are assumed 
by inference and implications. In a well-organised office, duties of each in- 
dividual right down to the Lower Division Clerk are properly defined and 
are well understood by each person working in it. This system needs to be 
introduced both in the headquarters office as well as in the working units, It 
should be the responsibility of each head of the department to ensure equit- 
able allotment of duties of officers working under him and to see that these 
duties are properly carried out; each officer, in turn, should be responsible for 
similar allocation of duties amongst his subordinate and so down the line. 


Another office matter which needs to be attended to, is to control the 
present trend of writing long notes in each department on problems that arise 
for management decisions. Given team spirit, many decisions can be reached 
quickly after discussions and in a commercial concern like N.C.D.C. frequently 
only the final decision would need. to be reduced to writing. 
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7°19. In this first report, we have referred only to those matters which 
require immediate attention. In our subsequent report, we hope to deal 
with these organisational matters more fully. In the meantime, we expect, 
that if the top management is restructured in the way suggested in this report, 
it would itself set the tone for improvement. It will naturally review the 
many working procedures and matters of details and seek to improve effi- 
ciency and competence at various levels, which is after all, the main goal of 
all management efforts. 


7:20. We believe that an organisational structure of the kind that we 
have recommended would be in a better position to ensure that decisions are 
promptly made and are faithfully implemented. Such a management will 
doubtless, evolve procedures for inspection, supervision, receiving of requisite 
statistical and progress information to enable it to exercise broad regulatory 
control over the field units. Decentralisation and delegation of powers does 
not mean abdication of powers or authority. It remains the function of the 
headquarters office to ensure that powers are properly exercised and an effec- 
tive watch kept on implementation of policies and orders. Serious notice 
should be taken of any lapses. Indeed, it is by a judicious use of incentives, 
encouragements and where necessary, reprimands and penalties that an ad- 
ministrative structure would derive the best that can be obtained from the 
services of its personnel. 
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VITI~SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


For the Third Five Year Plan, the target for National Coal Development 
Corporation was 31-0 million tonnes out of a total production target for the 
coal industry of 98-5 million tonnes. This target appears, in retrospect, to 
have been based on questionable assumptions. (2-5) 


2. It was with a view to fulfilling the high Plan targets that the National 
Coal Development Corporation embarked on an expensive programme for 
acquiring machinery and manpower and for the development of mines in several 
areas, particularly in the outlying areas of Madhya Pradesh, Orissa and 
Maharashtra. Some of the present difficulties of National Coal Development 
Corporation are due to the magnitude of the development and the speed with 
which it was undertaken. Large and expensive projects which the N.C.D.C. 
had undertaken have led to investments in capital assets which are not presently 
needed for the current level of production. (28) 


3. In the proce:s of development with speed and since 1964, of retrench- 
ment and readjustment, several organisational weaknesses had not received 
adequate attention and stresses and strain have appeared affecting all aspects 
‘of working of N.C.D.C. (2-9) 


4. It is likely that after some years, provided the economy picks up at the 
rate which is essential for the country’s industrial growth, the N.C.D.C. could | 
become the mainstay for meeting the increased fuel demand in the country. 
The immediate problems before the National Coal Development Corporation 
are— 

(a) to build up sales in a competitive market; 

(d) to remove organisational and other weaknesses; and 

(c) to economise on the methods, of production. (2°11) 
Sales— 


5. For reorganising the N.C.D.C.’s sales offices and sales procedure, the 
following steps should be taken immediately— 

(a) The Corporation should undertake the survey of the market, current 

and prospective for each of its mines; 

(b) It should then establish close contacts with its principal prospective 
customers and wherever possible enter into long-term contracts 
with them; 

(c) The Corporation should guarantee continuity of supplies; 

(d) Quality should be rigidly adhered to. A system of inspection at 
the time of loading and surprise checks at the destination in the 
case of large consumers should be introduced to ensure standards: 

(e) Prices should be competitive and related to the quality of supplies 
Reduction and rebate should be provided to large consumers for 
sales in excess of guaranteed minimum and also for prompt pay- 
ment; 

at 
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(f) As a public sector undertaking, N.C.D.C. has the special responsibility 
of developing expanding markets, particularly in the rural areas; 

(g) As far as possible, sales to public enterprises and even to large private 
sector enterprises should be made direct and not through middlemen. 
The middlemen’s services could, however, be utilised for developing 
the markets fully and for exploring new markets. The appoint- 
ment of such middlemen as agents for sales should be made after 
careful selection with due regard to their financial status and. capa- 
city to expand the market in the particular area. Their functions 
and liabilities should be clearly defined and their obligations 
enforced; 

(h) There should be closer liaison at working levels between the area 
officers and collieries on one hand and the sales department on the 
other; 

(*) The billing system should be speeded up. Bills can be prepared 
daily and for each consignment, and sent direct by the collieries 
or Area Accounts Offices to the consignees keeping the central 
sales office informed for the purpose of watching the recoveries. 
Interest should be charged.on overdues. (3-3°1) 


Trans port— 

6. The Railways may examine the procedure; for the allotment and supply 
of wagons in the context of the situation prevailing after decontrol with a view 
to simplifying them and removing over-centralisation. With a little adjustment 
it should be possible to ensure that there is regularity in the supply of 
wagons and punctuality in their arrival at the colliery. There should also be 
to proper arrangement for liaison between the N.C.D.C. and the Railways at 
various levels. (3-3-2) 


Production Planning 

7. Each mine should prepare cost data reflecting the actual expenditure 
and showing separately the direct costs which vary with production and the 
over-head and fixed costs. The cost data should be capable of identifying cost 
elements which are within the control of the local managers. Stores accounts 
should be brought up-to-date and the financial and cost accounts reconciled. 

Services of persons trained in Industrial Engineering should also be em- 
ployed for bringing about higher productivity and lower costs. 

On the basis of the cost data, the Headquarters of the N.C.D.C. should 
draw up an annual plan of production which would give optimum trading 
position. Sales efforts and production efforts should be concentrated on those 
collieries where there is large margin between sales realisation and production 
cost or at least the variable element in it. In collieries where the economics 
are unfavourable the N.C.D.C. may even consider suspending production or 
abandoning them. (3-3°3) 

Stores and Purchases— 

8. In order to ensure smooth and regular supply of plant, equipment, 
stores and spare parts, the following measures are suggested— 

(a) The indenting procedure should be simplified. In this respect 
we recommend that posts of Controller of Stores and Controller of 
Purchase be combined; 
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(b) To the maximum extent possible, rate contracts for each important 
store should be arranged with more than one supplier; 


(c) The Corporation should take special measures to ensure full utilisa- 
tion of the manufacturing and repairing capacity which it has at 
its command in its workshops, (3°3+4) 


Accounts— 

9. In all the areas, stores valuation accounts have not been kept up-to- 
date. This lacuna is believed to be responsible for the non-reconciliation of 
cost accounts with financial accounts as well as for the exhibition of large 
quantities of “Stores in transit’? in the annual balance sheet. The stores 
accounts should be brought up-to-date as from some pre-determ’ned 
date. If this is done, it should be possible to provide not only the monthly 
reconciliation of the costs and the financial accounts but also to present the 
monthly balance sheet for each area and each accounting unit. 


As the transactions in the areas are large, the use of imprest accounts 
system does not appear to be appropriate. The area accounts office could 
be required to produce complete accounts monthly, quarterly and annually. 


Internal Audit—The Internal Audit Section requires to be strengthened 
urgently both in number and quality. It can then be given specific problems 
for study and asked to locate wastes and loopholes if any. While the accounts 
are decentralised and become parts of the area offices, the internal audit should 
be the responsibility of the management at the Headquarters. (3°3-5) 


Administration and Organisation— 


10. Some of the measures needed for infusing a sense of discipline and 
toning up of the administration are indicated _below—- 


(a) The duties and functions of each officer should be defined clearly; 

(b) The present compartmental approach of officers in different branches 
should be given up; and 

(c) The administrative procedures should provide for incentive for 
good work and speedy penalty for lapses. (3+3°6) 

Structure of Management— 

11. The system of nominating a Board of Directors comprised mainly of 
officials of interested Ministries and organisations has resulted in break of 
continuity and insufficient interest by Directors in the work of the Corpora- 
tion, and a virtual abdication of the powers by the Board. While the Board in 
which the powers were formally and legally vested remained inactive, the 
effective power was in the Department of Mines and Metals and the Manag- 
ing Director. The Committee feels that the balance of power should be 
restored and the powers and responsibilities of the Central Government, the 
Board of Directors and the Managing Director defined. (4-1 to 4-5) 


Relationship between the Corporation and the Central Government— 

12. The aseas of responsibility of the Government and the Board of 
Directors as envisaged in the Articles of Association of the Company should be 
reaffirmed. The Central Government should concern itself mainly with the affairs 
of the Corporation in regard to the development plans. The Government may also 
lay down codes of conduct for labour relations, trading practices etc. which 
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may be comnton to all public undertakings. All other matters such as coordina- 
tion with other Government agencies (e.g., Hindustan Steel, Electricity Under- 
takings), pricing policy etc., should be left to the Board of Directors and the 
manag. mentofthe Corporation. In particular all matters relating to revenue 
collieries should be finally disposed of by the Board of Directors and under 
its supervision and guidance by the Managing Director and the top management. 
In respect of these collieries, the Central Government should however receive 
a performance budget before the beginning of the financial year and periodic 
progress reports, financial and physical. 


Where the Central Government intervenes with its powers of issue of Direc- 
tive, in public interest, the concomitant financial impact should be met from 
Government revenues. The Corporation’s balance sheet should not be saddled 
with the burden of the resulting losses. (5-4 to 5-14) 


Development of New Projects— 


13. In regard to the development projects, the Governm nt should require 
N.C.D.C. to prepare project reports after detailed surveys and studies. These 
project reports should contain justification for taking up the project, expected 
financial results, way in which the minc is to be developed, details of equipment 
required etc. 

(5-15) 

14. In the present context of demand, N.C.D.C. need not undertake any 
new projects for some years except to cater to the needs of a specific consumer. 
Since large coal consuming projects like steel plants and power houses take several 
years for being commissioned, N.C,D,C, need plan new mines only at the saine 
time as the consuming projects. Detail :d planning, even if it is time consuming 
should precede the development work as it would lead to reduction in the 
construction time and economy in cost. 

(5°16) 


15. At the time of preparation of a new project itself, the planning autho- 
rities should indicate fairly clearly as to the stage at which the project should be 
brought on to the revenue account. The situation thereafter could be reviewed by a 
group of technical and financial officials at the Headquarters in consultation with 
the Area General Manager and the Project Officer. The group would advise as 
to the date from which the project should be brought on to the revenue account. 
The Corporation’s decision in the matter could also be subject to the approval 
of the Government of India. (5:17) 


Depreciation Fund— 


16. The Corporation should maintain a separate depreciation fund for meet 
ing the expenditure on major maintenance and replacement of machinery 
instead of the present practice of adjusting the depreciation provision in the 
annual capital budget. It would be in the interests of the Corporation as well as 
in accordance with best business practice if the Central Government were to 
meet the entire cash requirements for all the capital development schemes 
leaving its internal resources to be used for working capital, replacement 
needs or if any surplus is still available, for investment in Central Govern- 
ment securities. 

(5-18 and 5-19) 
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Composition of the Board of Directors— 

17. The Chairman of the Board of Directors may be whole-time or part-time, 
but when a part-time Chairman is appointed, care should be taken to see that 
he is in a position to devote a great deal of his time and interest to the work 
of the Corporation, and provide adequate guidance to the Managing Director. 
In particular, the Chairman should be required to assume high level public 
relations duties. 


(6-2) 


18. Other whole-time Directors should be appointed in consultation with 
the Chairman and Managing Director, one for Finance, one for Technical matters 
and one for Administrative matters, 

(6-3) 


19. The whole-time Directors should work as a team and while the Managing 
Director will have overriding powers, the decisions should ordinarily be reached 
through consultations and discussions 


Working procedures should be specially evolved to ensure this team 
approach. 


(6-4) 


20. Besides the Chairman and: the whole-time Directors, andin addition 
to 3. or 4 part-time Directors, one representative each of the Ministry of Steel, 
Mines and Metals andthe Ministry of Finance and a person with knowledge 
and experience of trade union matters should be nominated to the Board. The 
Committee does not consider it necessary for other Ministries of the Govern- 
ment of India or public undertakings like, Hindustan Steel Limited, Mining and 
Allied Machinery Corporation etc. to be represented on the Board. 

(6-6 to 6:8) 


21. In order to enable the part-time Directors to make an effective contri- 
bution to the work of the Corporation, their appointments should be renewed as 
necessary so that each incumbent holds the position for not less than 3 conti- 
muous years and possibly even 5 continuous years. The whole-time Directors 
should be appointed for a minimum period of 5 years which could be extended as 
necessary. ‘ (6-9) 
Headquarters Management— 


22. The Committee fully endorses the extent of delegation of powers at pre- 
sent made to the Managing Director. In the exercise of these powers he would 
have full authority to over-rule the other functional directors. 

(7+2 and 7-3) 

23. To enable the Board of Directors to function properly, they should 
prescribe a number of returns and reports which should be brought to the 
meetings periodically. ; 

(7-4) 

24. The Committee suggests that sufficient powers be redelegated to the 
heads and officials of various departments at Headquarters so as to relieve the 
Managing Director of routine and unimportant work. 


(7°5) 
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25. Ordinarily the Managing Director should not be in charge of any speci: 
fic Department. However, for some time to come, sales and sales prontotion 
will have to be specifically looked after by him. The Sales Manager will work 
directly under him. 

(7-6) 


26. The Technical Director should be in charge of all technical departments 
and have under him a Chief Engineer (Production) responsible for the planning 
of production and operation of revenue collieries, a Chief Engineer (Planning) 
responsible for all matters connected with development projects, Chief Hngineer 
(Electrical and Mechanical), Geologist and Civil Engineers. 

(7-7) 


27, The Finance Director should be in charge of Internal Audit, Accounts 
and Financial Advice, The Internal Audit should be strengthened early and asked 
to undertake studies of comparative unit costs etc. The Chief Cost Accounts 
Officer should coordinate the cost data, provide technical guidance and bring 
to the notice of the management, matters arising out of the cost data that 


require their attention. 
(78) 


28. The Area General Managers shouldbe empowered to over-rule their 
Financial Advisers where they consider it necessry to do so in the interest of 
production and progress of development projects. They should, however, be 
required to record their reasons and to report the matter to the Headquarters 


immediately thereafter. 
(7-9) 


29. The Director in-charge of Administration should have under him a 
Chief of Administration and a Chief Personne! Officer. rle should also be incharge 
of Stores and Purchase and miscellaneous departments like Security, 
Medical, Legal and Public Relations, Vigilance should remain with the Mana- 
ging Director. 

(7-10 and 7-11) 


. 80. The whole-time Directors should be carefully selected and if necessary 


higher salaries may be given for attracting suitable persons. 
(7-14) 


31. In the present organisational chart, the Area General Managers are 
shown as subordinate to and under the control of the Director of Production. 
It would be more appropriate to show them as under the Control of the Manag- 


ing Director and the Headquarters management group. 
(7-15) 


32. Greater attention should be paid to ensure that all the top posts are 


properly staffed and not left vacant. 
(7+16) 


33. The procedure for sanctioning the top posts and filling them up has to 
be speeded up and if necessary, the Department of Mines and Metals could 


seek delegation of necessary powers for the purpose. 
(7°17) 
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34. Duties and responsibilities of each official in the Headquarters office 
should be properly defined and well understood by each person working in it. 

(7+18) 

(Sd.) G. R. KAMAT 

Chairman 


(Sd.) MOHAN LAL GAUTAM 
Member 


(Sd.) S. S. SALUJA 
Member 
(Sd.) RAM SAHAY 


Secretary 
February 17, 1968. 


APPENDIX I 
GOVERNMENT OF INDIA 


MINISTRY OF STEEL, MINES AND METALS 
(DEPARTMENT OF MINES AND METALS) 


New Delhi, the 22nd July, 1967 


RESOLUTION 


No. C2-8(7)/67—The performance of the National Coal Development 
Corporation Ltd., Ranchi (a public sector und -rtaking) has been causing con- 
cern for some time past inasmuch as production has not been commensurate 
with the investment made and there is no adequate return on capital invested. 
There may be scope for improvement in regard to such matters as planning, 
administrative and organisational set-up, staffing, procurement of equipment 
control of stores, financial and budgetary control management-employees 
relationship and marketing. The alleged malpractices and financial irregulari- 
ties need also looking into. 


2. Government feel that an independent review of these problems, among 
other issues, is likely to be helpful at.this stage in order to enable remedial 
actions to be taken for removing any deficiencies which may be affecting overall 
and detailed performance of the various units of the National Coal Development 
Corporation. Government, therefore, hereby appoints a Committee consisting 
of— 


1, Shri G. R. Kamat, 1.C.8.. formerly Secretary, 


Planning Commission. Chairman. 
2. Shri Mohan Lal Gautam, M.L.A. (U.P.) Member. 
3, Shri 8. 8. Saluja, Acting Principal, College of Mining and Metallurgy. 
Banaras Hindu University. Varanasi. Member. 


with its headquarters at New Delhi to.conduct such a review. 


Shri Ram Sahay, Under Secretary, Department of Mines and Metals will 
be the Secretary of the Committee. 


3. The Committee will identify and assess deficiencies and ascertain the 
causes therefor in respect of eavh of the spheres among others, referred to in 
paragraph | above. The Committee will also indicate what remedial action can 
be taken and what improvements. if any, be made in the policy and organisation- 
al set up to ensure full utilisation of the installed capacity, not only to bring 
about efficient performance immediately but also to gear up the organisation to 
take up additional responsibilities in future. 


4, The Committee will report to Government by the *31st October, 1967. 
(Sd) N. C. SHRIVASTAVA 
Secretary to the Government of India. 
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ORDER 


Ordered that a copy of this Resolution be communicated to all State 
Governments, Administrators of Union Territories, all Ministries of the Govern- 
ment of India, President’s Secretariat, Cabinet Secretariat, Prime Minister’s 
Secretariat, Planning Commission, Comptroller and Auditor General of India, 
Accountant General, Commercé, Works and Miscellaneous, Lok Sabha Secreta- 
riat, Rajya Sabha Secretariat, Managing Director, National Coal Development 
Corporation, Ranchi, All Directors of the National Coal Development Corpora- 
tion. 


Ordered also that a copy of the Resolution be published in the Gazette 
of India for general information. 


(Sd) N. C. SHRIVASTAVA 
Secretary to the Government of India. 


To 
The General Manager, 
Government of India Press, 
Faridabad. 


*This date was subsequently extended upto 20-8-1968. 





APPENDIX II 


N.C.D.C. COMMITTEE—QUESTIONNAIRE 
I. Project Planning and Development 


(a) What were the principal considerations in the selection of the project 
site? Were any surveys made to determine the quantity and quality of coal 
available at the site, the economies of its production, transport facilities and 
marketing potential for the mine? Please give such particulars, in brief, as are 
available from the Project Report or from your knowledge. 


(b) The following information may be furnished : 
(4) The capital cost of the Project as indicated in the sanctioned Project 
Report and the actual cost. 
(it) Estimated time of completion and the actual date of completion. 
(4a) Anticipated level of production and the actual level of production 
during each of the last three completed financial years 1964-65, 
1965-66 and 1966-67. 
(iv) If any changes were made in the scope of the project, after it was 


sanctioned, the main changes and the reasons why they were made 
should be indicated. 


TI. Production and Cost of Production 
(a) If the level of production is below what was anticipated, please indicate 
reasons therefor. 


(b) Given adequate market, what is the optimum rate of production that 
can be achieved with the equipment and labour now employed. 


(c) What measures would you suggest for increasing the rate of production? 


(d) The estimated cost of production per tonne of coal as given in the 
Project Report and the actuals for each of the last three years. 


(e) Is there scope for reducing the cost of production? If so, please suggest 
concrete measures to achieve economies. 


Til. Hquipment and Employment 


(a) It has been alleged that excessive equipment has been provided at 
some of the collieries and that the rate of utilisation is low. Please give parti- 
culars in respect of your project giving the lists of the main items of equipment, 
the rate of their utilisation during the last three years, whether the rate of 
utilisation can be stepped up and if so, to what extent and in what way? 


(b) What are the existing maintenance facilities and what improvements 
would you suggest in them ? 
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(c) It has also been alleged that excessive number of workers are ertployed 
at some of the collieries. Please give details in respect of your project giving 
average numbers employed during each of the last three years, 


(d) What was the output per man-shift envisaged in the Project Report 
and what has been the actual output per-man-shift during the last three years? 


(e). If either labour or equipment or both is found to be excessive to the 
needs of the project, what would you suggest for providing alternative employ- 
ment for them? 


IV. Transport and Sales 


(a) It is often alleged that one reason for restricted output is the irregular 
and inadequate supply of wagons. On the other hand, on several occasions 
some of the wagons supplied return empty and large amounts are incurred in 
demurrage. What is the position in your project? What improvements would you 
suggest? 

(b) Have you any suggestion to make for increasing the sales of coal pro- 
duced in your project ? 


V. Administration and Industrial Relations 


(a) Do you think that the production and economy of production would 
be improved if additional administrative powers are delegated to you. If so, 
indicate in concrete terms additions that should be made? 


(6) Are relations with labour satisfactory? If not, what measures would 
you suggest to bring about an, improvement ? 
VI. General 


Any other material or suggestions, which in your opinion could be of assis- 
tance to the Committee in the review of the working of N.0.D.C. 


APPENDIX III 
Section I—ESTABLISHMENT 


(1) The creation of permanent posts above 80 per cent of the total sanction- 
ed posts, temporary and permanent, and exceeding the Scale having a maximum 
of Rs. 950 p.m. 

(2) The creation of temporary posts in the scale whose maximum exceeds 
Rs, 950 p.m. 

(3) The appointment of persons on a scale of pay havinga maximum 
exceeding Rs. 1,400 p.m. 

(4) The fixation of initial pay of selected candidates for appointment at 
any higher stage exceeding, five increments in the time scale to any post which 
he is empowered to appoint. 

(5) The grant of any remuneration or special pay to any employee, other- 
wise than in the following circumstances :— 

(i) Holding in addition to his own duties the current charge of an equi- 
valent or higher post during temporary absence Ex-India on duty 
of the regular incumbent for a period not less than 30 days. 

(ii) Undertaking work of temporary nature in addition to his own 
duties. 

(iii) Undertaking in addition to his own duties the current charge of a 
higher post for not less than thirty days. 

(iv) Holding charge of another equivalent post in different office, in 
addition to his own, for a period not less than thirty days. 

Nore—The rate of remuneration in the aforesaid cases shall not exceed 20 
per cent of the grade pay of the employee. 

(6) The grant of honorarium. or reward for specially meritorious work 
exceeding Rs. 500 in each case and exceeding the total of Rs. 10,000 in any 
financial year. 


(7) The termination otherwise than on acceptance of resignation from 
service of employees the maximum of whose scale of pay exceeds Rs. 1,400 p.m. 


Section II—FINANCIAL AND MISCELLANEOUS 


(1) The sanctioning of schemes/works and incurring of expenditure there- 
under not covered by approved budget unless (2) the Managing Director certifies 
that provision shall be made in the revised estimates, (it) the cost of scheme/ 
work does not exceed Rs. 20 lakhs and (#2) such schemes/works is not inconsis- 
tent with any previous decision of the Board. 


(2) The incurring of expenditure in respect of the approved projects in 
excess of 10 per cent of the overall provision contained in the approved project 
report, where such excess expenditure has been approved by the Government, 
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Provided that in case of emergency the Managing Director may incur such 
expenditure, in which case the fact shall be reported to the Board at its next 
meeting. 


(3) The acceptance within his powers of any tender other than the lowest 
without recording in writing the reasons thereof, 


(4) The sanction of petty ex-gratia payments of a non-recurring nature 
exceeding Rs, 500 in any individual case or a total Rs. 10,000 in any financial 
year, 


(5) The sanction of non-recurring grants to cultural, charitable and local 
institutions exceeding Rs. 2,000 per year in each project area or at Head Quar- 
ters. 


(6) The referring of any claim or demand exceeding Rs. 23,000 (Other than 
one arising out of an industrial dispute) by or against the Company to arbitra- 
tion and execute the awards. 


(7) The write off losses exceeding Rs. 10,000 in each case, 


(8) The incurring of expenditure-of contingent nature on special occasions 
such a8 Independence Day, Republic Day, Opening Ceremony, etc. exceeding 
Rs. 1,000 in each case. 


The Managing Director is hereby authorised to sub-delegate any orall 
powers delegated to him under this order to any of his officer/officers under 
intimation to the Board. 
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INTRODUCTION 
_ his is the Second and Final Report of the Comnittee appointed by 
the Government of India in the Ministry of Steel, Mines and Metals to review 
the working of the National Coal Development Corporation Ltd. Our terms 
of reference were appended to our First Report. For convenience, a copy 
of the Notification relating to our appointment and of the terms of reference 
is again reproduced in Appendix I to this Report. 


2, At an early stage in our work, we came to the conclusion that on 
certain organisational aspects, urgent action was needed to improve the 
working of the Corporation. We considered that the Board of Directors should 
be reconstituted with a certain number of Functional Directors on it. We 
also came to the conclusion that changes be made in the organisation of the 
Corporation at the top level and the methods of working improved. We. 
therefore, made our First Report in February, 1968. recommending certain 
measures to achieve these ends. We also referred to a number of immediate 
tasks to which early attention need to be devoted by the N.C.D.C. and the 
Central Government. We gather that action is being taken on the recommen- 
dations of our First Report. 


3. After the submission of the First Report we continued with our critical 
studies of the past performance and the current problems of the N.C.D.C. 
In addition, to the field visits, we had undertaken before February, 1968, 
towards the end of April, 1968, we paid a visit to Korea-Bisrampur area of 
Madhya Pradesh, where N.C.D.C. has achievcd a large coal output, mostly 
from new projects. We also held further discussions with the officers of the 
Corporation at Ranchi. We have examined several papers and files of the 
Corporation and of the Ministry of Steel; Mines and Metals in order to get 
the information that we needed for our study. 


4, As stated in our First Report,'soon after the Committee was appointed 
about a year ago, we defined the scope of our‘work and issued a questionnaire 
to the Area General Managers and field officers of the N.C.D.C. Several replies 
were received to this questionnaire. We had also requested a number of senior 
officers of the Corporation as well as the past and the present Directors to 
express their veiws on the various aspects of the working of the Corporation. 
Subsequently, we held a number of discussions with many of these officers 
and Directors, past and present, in Delhi, in Calcutta and in Ranchi. We 
are grateful to all those who sent replies to our questionnaire, favoured us 
with their views on the working of the Corporation and spared the time to 
participate in discussions with us. A list of N.C.D.C. officials who sent replies 
to the questionnaire is given in Appendix IJ; a list of other persons who sent 
us written material is given in Appendix III, and a list of persons with whom 
we had discussions is given in Appendix IV. The places which we visited are 


indicated in Appendix V. 
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5. In April 1968, the Public Undertakings Committee of Parliament made 
its Tenth Report to the Lok Sabha. This Report was based on the examination. 
of the audit paras relating to the N.C.D.C. as contained in Part III of the 
Audit Report (Commercial) 1967. In its Report, the Public Undertakmgs 
Committee had recorded its conclusions on each of the paragraphs of the 
Audit Report, and had strongly expressed its dissatisfaction with the working 
of the N.C.D.C. and had also recommended that “‘a high powered committee 
be appointed to probe into the affairs of the N.C.D.C. in detail and the persons 
responsible for its sad state of affairs be brought to book”. On receipt of 
this Report, the Government of India decided to remit it to us. In his letter 
of 18th May, 1968, the Joint Secretary in the Department of Mines and Metals 
asked us “to look into the matters referred to in the Public Undertakings 
Committee Report.” 


6. In response to this letter, we pointed out that it might not be desirable . 
or proper for us to re-examine those particular cases which the Committee 
on Public Undertakings had already examined and on which it had expressed. 
its findings. We also pointed out that, if the intention of the Government was 
that we should look into individual responsibilities for any defects or faults 
that we cam across, we were not really equipped to carry out such a task, 
We did not have either the powers or the necessary investigating staff to under- 
take this work. We also stated that if these tasks were to be undertaken there 
would be considerable dealy in the submission of our Report. 


7. As a result of the further correspondence with the Ministry, it was 
clarified and confirmed that we were not required to go beyond the terms of 
our reference as given in the Notification dated 22nd July, 1967, that we were 
not expected to re-examine those issues on which the Public Undertakings 
Comurittee had already reached-and recorded its finding and that it was not 
the intention that we should try to fix individual responsibilities for any faults 
or mistakes. All that was intended; was to keep ourselves within the original 
terms of reference which. in effect, required us to assess the N.C.D.C.’s_per- 
formance as a whole. and also to point out such mistakes or wrong decisions 
as we might have come across in the course of our studies. 


8. ‘We did not, therefore, think it necessary to alter the course of our 
studies. The terms of reference themiselves required us to carry out a comp- 
rehensive assessment of all aspects of the working of the Corporation. Such. 
mistakes, wrong decisions or serious omissions as we came acrossin the course 
of our examination have been brought out in this Second and Final Report. 
In doing so, we have tried to avoid looking at these matters with hind sight 
and have tried to take into account the particular conditions in which these 
actions were taken. We have refrained, however, from expressing our views 
as to the precise role of any particular officer or individual in regard to these 
faults and mistakes. 


9. Our approach has, moreover, been a constructive one. Wherever we 
found defects and deficiencies. we have considered and suggested remedial 
measures in our Report. These, in our view, are intended to remove these 
deficiencies and to avoid the repetition of the mistakes. 
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10. The first few Chapters of our Report are devoted to the problems 
of project planning and implementation, the capital investment programmes 
in coal mine projects. From Chapter X to Chapter XV we have discussed the 
current problems of productions more especially of sales, transport, main- 
tenance of plant and machinery and the administrative organisation at the 
colliery level. We have then added two Chapters on ‘area and headquarters 
organisation. These are followed by a short assessment of the financial results 
of the Corporation in Chapter XVIII. In the subsequent Chapters, we have 
dealt with various matters like Training and Research, Coking Coal Projects, 
Washeries, Industrial Relations, Over-reporting of Stocks and Fires and Com- 
plaints of Malpractices and Irregularities. In Chapter XXV we have again 
dealt with matters of General and Financial administration. The last Chapter 
gives our concluding remarks. This, in brief, gives the general outline of the 
arrangements of the Report. 


11, An important requirement of our terms of reference was to look into 
complaints of malpractices and irregularities. | We considered that what 
was required of us was not to specially invite such complaints and to investi- 
gate them, but to look into such cases as were brought to our notice or which 
we came across during our studies, A number of such complaints were made 
to us. Many of them had already been looked into by Auditors, Vigilance 
Officers, and Special Police. Some were still under their consideration. We 
therefore, decided to undertake a scrutiny of certain number of complaints 
made to us and to ascertain the precise facts in respect of them. To enable us 
to do so, we requested the assistance of the Department of Mines and Metals 
to depute an officer to examine the papers and to prepare for us factual 
material from the files of She N.C.D.C. and of the Ministry. Shri M.S.K. 
Ramaswami, Deputy Secretary of the Ministry helped us in these miatters. 
We are grateful to the Ministry for making available to us Shri Ramaswami’s 
services and to Shri Ramaswami for giving us #he necessary help in this 
matter. 


12. We wish to express our thanks to the Chairman and Managing 
Director of the Corporation and to their numerous officers who facilitated 
our work and who endeavoured to get us an insight into diverse aspects 
of the Corporation’s working. 


13. We also wish to record our appreciation of the services of our Sec- 
retary, Shri Ram Sahay and of the two Senior Research Officers, S/Shri 
G.V.G. Raman and H.D. Sethi, Shri J.B. Sharma and other members of staff 
attached to the Committee, its Chairman and the Members. Shri Ram Sahay 
and. S/Shri Raman and Sethi shared the principal burden of all the analytical 
work which had to be carried out for our use. In addition, they had greatly 
helped us in collecting data from the records and papers of the Ministry and 
the N.C.D.C., as also from other sources. Their assistance has been of great 
value to us, 
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CHAFTER I 
TASKS AND PERFORMANCE 


The circumstances in which the Government of India decided to establish 
a public sector corporation for the production of coal have been briefly men- 
tioned in our First Report. To appreciate the purpose of starting this new 
corporation and the tasks which were assigned to it, itis necessary to understand 
the position of supply and demand for coal as envisaged when formulating 
-the Second Five Year Plan. It may be recalled that the Second Five Year 
Plan aimed at a substantial step up in the development of industries, power 
and transport. For the first time, a programme was framed for the establish- 
ment of many new industries in private and public sector, which required 
substantially increased use of coal. The matching development in the sectois 
of power and transport also required that the coal supplies be stepped up. 
While exploratory work had been taken up, there was no indication, at the 
time of any large supplies of oil or natural gas becoming available from indige- 
nous sources. Consequently, coal was then thought to be almost the only 
source of indigenously supplied commercial energy on which the growth of 
industries, power and transport greatly depended. 


2, During the period of the First Five Year Plan, coal production had 
increased from about 32 million tons to about 38 million tons or by about 
15 per cent. Even then considerable shortage was experienced, especially 
by consumers situated at long distances from the Bengal/Bihar coal field areas. 
A much larger increase in demand was expected during the Second Five Year 
Plan. The Plan target was set at 60 million tons, z.¢., an increase of 22 million 
tons or 60 per cent. over the 1955-56 production. It was also expected at 
the time that as a long-term prospect coal demand would show a continuously 
rising rate of growth during the subsequent plan periods. 


3. Bulk of the coal production was in the private sector. There were 
eleven state collieries started at various times by various Railway svstems 
and kept in production initially by the Railway Board and later by an adminis- 
trative unit controlled by the Ministry of Production. Their production 
formed a fraction of the supplies needed by the Railways for their own use and 
it was almost wholly taken up by the Railways for their own consumption. 
Many of these collieries had been under exploitation for several decades and 
one or two had nearly reached the stage of exhaustion of mineable reserves. 
Their management and performance were often criticised as inadequate. A 
Committee specially appointed in 1949 to go into the working of these collieries 
made several suggestions for the improvement of their petformance. The 
Committee also recommended setting up of an autonomous administrative 
unit to take over these collieries, so as to improve their working and to increase 

their output. 


4, In 1955-56, the State collieries produced abont 2-9 million tons, which 
along with about 1-5 million tons from Singareni Collieries accounted for the 
entire public sector production of about 4:4 milliontons. The balance of about 
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34 million tons came from the private sector. When the Second Plan way 

framed, the Government of India came to the conclusion that to reach the 

targetted production of 60 million tons by 1960-61 and to provide for a conti- 

nued rising growth in production thereafter, it was essential to open out new 
. Ilines. 


5. The Industrial Policy Resolution of 1948 required that for a basic 
commodity like coal, all new undertakings in the industry be in the public 
sector. The revised Policy Resolution of 1956 reiterated the view that while 
‘the private sector was to be encouraged to expand production from their 
existing units and given reasonable opportunity for expansion as required, 
the new undertakings were to be in the public sector. 1t was in consonance 
of this policy that it was decided to set up a public sector corporation specially 
for the development of new mines. 


6, These policies have been specitied in the Planning Commission’s Report 
on the Second Five Year Plan which states as follows— 


“The Industrial Policy Resolution of 1948 laid down that all new under- 
takings in coal are to be in the public sector except where. in the 
national interest. the Government wish to secure the co-operation 
of private enterprises A> few relaxations were allowed in the 
past in keeping with this policy, but it has been decided that in 
future the policy of retaming all-new undertakings in coal in the 
public sector should be more strictly followed* and that the addi- 
tional coal production required to meet the increased demand 
drring the second plan should: be raised to the maximum extent 
possible in the public sector... 0.25... of the additional production 
in the public sector, 2 million tons will come from existing working— 
500,000 tons from existing collieries, principally Bokaro. and 1-5 
million tons from Singareni—and 4 million tons are proposed to be 
obtained by the development ofjthe Korba coalfields. The areas 
from which the remaining 6 million tons will be obtained have 
been broadly decided but particulars. including specific allocations 
for each area, are being determined ............. Sas e wees 


‘Yo organise production of coal in the public sector, Government have 

- set wp an organisation under a Coal Production and Development 
Commissioner who will be the administrative head of the existing 
state collieries and the new collieries proposed to be established 
during the plan period. The control aspect of coal. exercised under 
the Colliery Control order regarding distribution, price, etc, and the 
control over private industry has been entrusted to a separate 
authority, the Coal Controller. 





*While the intention thus was that all new undertakings in coal would be in the public 
sector, Several instances have comte to our notice of private sector having been permitted to 
open ottt new niines. Tn some cases the permission was for opening out new nines in the conti- 
guous areas, and the word “contiguous” is believed to have been interpreted liberally; in 
others mining companics who held leases of coal bearing areas, were permitted to open out 
new mites in thom on the ground that their mines already wider exploitation were nearing 
exhaustion and that labour and arganisation would be vendered idle wnless such permission 
was given. 

M/P(D)248 Mof SM&AC—6(a) 
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The existing State collieries are at present administered departmentally 
but it is proposed to set up a company to own and manage these 


as well as those collieries which will be established during the period 
of the Plan”. 


7. In concrete terms, the immediate task of the N.C.D.C. which came into 
being in October, 1956 was to take charge of the 11 state collieries and to 
increase production from them during the Second Plan period from 3 mill on 
tons to 3-5 million tons. In addition, new capacity was to be established 
for producing 10 million tons of coal, both coking and non-coking. The Corpora- 
tion was specifically asked to set up new units in areas well away from the 
Raniganj/Jharia region. The concentration of coal production in this region 
had already strained the transport capacity of the railways, and led to conges- 
tion. It was, therefore, considered necessary to set up new capacities well 
away from that region. After taking into account such geological data as 
was available, the N.C.D.C. was asked to undertake the development of new 
mines in the Karanpura fields in Bihar and in the Korba and Jhilimili areas 
of Madhya Pradesh. The Plan indicated that the new production of 10°5 
million tons would come from the following locations— 


0-5 million tons from the existing 11 collieries. 
0:5 million tons from Kathava. 
2-5 million tons —Karanpura area. 
3°00 million: tons—Korea and Bisrarapur areas. 
4-00 million tons—Korba area, 
It is clear that at the time of specifying these broad targets, neither the Ministry 


nor the N.C.D.C. nor the Planning Gommniission had evolved specific projects 
for reaching these targets. 


8. The Corporation’s Annual Report for 1957-58, which was published 
in December, 1958, however, gives a more detailed list of projects which were 
to be undertaken, with a view to meeting the overalltarget. This specifies 
that the 11 state collieries with certain expansion at Bhurkunda and Kurasia, 


were to give 4-6 million tons and the balance was allocated to other projects 
as follows— 


Million tons 
Kathara .. ie i ne st 3 1-5 
Gidi—A.. 4 i i ne MM 1°5 
Saunda Be ais “i ai ae 1-2 
Bachara... os zs Me Ss i 0°6 
Gidi-C and Sayal .. sa ed 3 ire 0°5 
Chordara .. is = A ai ws 0-5 
Korea and Kotma .._ a La ae iss 1-0 
Korba aA if et Ss is oe 1-6 


Balanda .. 45 Me - ane sv 0-5 


65 


9. It would appear that the above indications were based on the work the 
N.C.D.C. had undertaken in 1957 and 1958, for the forntulation of specific project 
reports, which took into account the quantity of reserves available in individual 
areas, the methods by which they were to be exploited and the possible achieve- 
ments from each of these areas, 


10. Another list of the Second Plan projects is contained in the details 
furnished by the Ministry of Mines and Fuel to the Estimates committee in 
1962 2.¢., after the conclusion of the Second Five Year Plan period. Acccrding 
to the figures given to the Estimates Committee the 11 old collieries with addi- 
tional development in Bhurkunda and Kurasia, and with certain minor marginal 
increases in production, had a production target of 5-78 million tons (instead of 
3°5 million tons as originally set out and 4-6 million tons as indicated in the 
Corporation’s Annual Report of 1957-58). The other targets were as follows— 


Million tons 


Kathara si *s an si 1-50 
Gidi-A re ag ue me 1-50 
Saunda a ie sat a 1-20 
Bachra oe i a is 0*60 
Gidi-C hs ‘. au 33 0-41 
Sayal ke Ly a te 0-50 
Korea a ag +s ee 0-24 
Korba re 8 #3 ss 1-39 


11. It would thus appear that there was no firm and settled programme of 
Second Plan Development, and during the plan period, changes and departures 
were made in what might have been drawn up as an initial list of projects. Some 
of these departures would seem to have been caused by the delays and difficulties 
that arose in actually implementing the sanctioned projects. With the delay in 
the completion of a 60 mile railway line between Bijuri and Karonji the large 
Bisrampur project had to be reclassified as a Third Plan Project. Again, the 
large mining projects in the Korba area could not be relied on to give the target- 
ted production by 1960-61 in view of the time taken in entering into collabora- 
tion with the U.8.8.R. and in working out the details of the projects concerned 
with their assistance. To make up for these shortfalls, the N.C.D.C. deployed 
the machinery which it had obtained for these projects towards larger pro- 
duction from Kathara, Kurasia and Korea. Special measures were also 
taken for development in Bhurkunda area where it was found suitable to 
undertake open-cast mining. 


12. It may be interesting to compare the actual production of 1960-61 from 
various areas and projects with their targeted production. The actual production 
of 1960-61 was 8-05 million tons; of this, the 11 state collieries accounted for 
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48 million tons, inclusive of the larger production expected from Bhurkunda 
and Kurasia as a result of their expansion programme. Actual production in 
other areas was as follows— 


Million tons 


Kathara iA “3 eds is 0-79 
Gidi-A me i aa a 0-68 
Saunda os ae i i3 0-61 
Bachra oe 3 fs wot O-1l4 
Gidi-C £3 Bu 03 a 0-15 
Sayal a3 isk - th 0-17 
Korea ae te is oa 0°07 
Korba st an nes 0-57 
Balanda &, 0-07 


13. It will appear, therefore, that the bulk of the additional production 
came from the existing mines and from Kathara, Gidi-A, Saunda and Korba. 
~ Tn almost all cases, the actual production of 1960-61 from new mines was about 
(or less than) half the targeted production set out.in the targets reported to the 
Estimates Committee in 1962. 


14. A large part of the actual production in 1960-61 was concentrated 
in the last three months of 1960-61. The N.C.D.C’s coal production during these 
three months was of the order of 3-4 million tons. It is clear from the various 
papers that we have examined, that this increase in production was the result 
of a special effort which the N.C,D.C. decided to make in order to demonstrate 
its ability to produce coal at the annual rate of 13-5 million tons. We have 
already commented in our First Report questioning the prudence of this special 
effort. and we shall have more to,say.aboutit in a subsequent chapter. Here 
it is necessary to record that while the overall production of the N.C.D.C. 
reached a level of 8-05 million tons in 1960-61, the resulting accumulation of 
large pithead stocks at the end of that year compelled the Corporation to reduce 
its level of production immediately thereafter. The N.C.D.C.’s production for 
1961-62 was only 6-05 million tons. If this special effort had not been under- 
taken. it is unlikely that the 1960-61 production would have exceeded 6-5 . 
million tonnes. We have mentioned this figures to provide a perspective for the 
progress of production. 


15.:The programme of production and target for the Third Five Year 
Plan was formulated after considerable deliberations by various bodies, 
Years hefore 1960-61. several committees and groups had considered and dis- 
cussed the Third Plantarget. Without going into details, some of the conchisions 
reached at various times may he mentioned, as to the likely level of 1965-66 
demand. Estimates made during 1957 and 1958 as well asin 1959 varied between 
88-5 million tons and 120 million tons. Coal continued to be under distribution 
control, the supplies of coal being permitted on the basis of recommendations 
made by’ various sponsoring authorities nominated by the Central and State 
Governments. The aggregate of Third Plan demand as given by the various 
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sponsoring authorities in December 1958 was as high as 120 million tons. The 
working Group on Fuel put the projection at 110 million tons. A Working Group 
on Coal production and Transport had placed the 1965-66 demand at 101 
million tons in April, 1962, whereas the same group reporting in July 1962 
expected the 1965-66 demand to be 97-39 million tons. It may be pertinent 
to observe that similar estimates of 100 million tonnes or over were also accepted 
by the Coal Council, which had, amongst its members, persons knowledgeable 
in the coal industry and representatives of private sector. As finally recom- 
mended by the Planning Commission the Third Plan target was 97 million 
tons, an increase of 37 million tons as compared to the Second Vive Year Plan 
target. 


16. In retrospect and as compared to the actual production of 67-7 millions 
tonnes of 1965-66, it is clear that the target as originally set was very optimistic. 
Tt is possible that the framers of these earlier estimates were greatly influenced 
by the then existing shortage of coal as evidenced by consumer complaints, as 
also by an optimistic vision of a more rapid expansion in the growth of indus- 
tries, power and transport. Some of the difficulties like foreign exchange shortage 
which subsequently arose in the-implementation of the industrial and power 

rogrammes were possibly not anticipated earlier. The fact remains that against 
a 87 million tons increase in demand as expected, the actual growth in demand 
was found not to exceed even 12 million tons. This steep shortfall in expected 
demand has caused serious difficulties to the coal industry, especially to those 
units which had undertaken significant Investments on expansion programmes 
and to the N.C.D.C. which had undertaken a particularly large programme of 
investments. 


17. Despite this large shortfall in the achievement of the target, even a 
production of 67-7 million tonnes during 1965-66 was found to be somewhat on 
the high side as compared to the actualdemand for coalin the country. A broad 
comparison of the projected demand of individual sectors of consumption with 
the actual supplies during 1965-66 would indicate that the largest shortfall was 
in the demand of the Iron and Steel industry which accounted for a shortfall of 
about 10 million tonnes. The Railways and the Power Plants also similarly 
accounted for shortfalls of 4 million tonnes each. Thus these three main consu- 
mers accounted for a total shortfall of 18 million tonnes. There have been sub- 
stantial shortfalls also in the demands from other industries particularly, Cement 
and Textiles. 


18. It may be interesting to examine the overall production of coal in each 
of the years of the Third Five Year Plan. The total production during 1960-61 
was 55-67 million tonnes and there was no significant increase during 1961-62. 
An increase of about 8 million tonnes occurred in 1962-63 bringing the produc- 
tion level to 63-45 million tonnes. In 1963-64 there was a small increase bringing 
the level of production to 65 million tonnes. In 1964-65 there was actually a drop 
in production, which looked up again in 1965-66 bringing the final year’s actual 
production to 67-73 million tonnes. It may be interesting to note that even after 
the Third Five Year Plan, in 1966-67 and 1967-68 there has been no significant 
increase in the total production of coal. 
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19, The task of the N.C.D.C. for the Third Plan period andits performance 
may be considered against this background of the projected and actual demand 
for coal during the Third Five Year Plan period. Against the Third Plan target 
of 97 million tons of coal, N.C.D.C.’s target was 30-5 million tons. It was assum- 
ed that the production capacity of the mines developed by the N.C.D.C._ by 
1960-61 was 13-5 million tons. The target for the N.C.D.C. for the Third Plan 
was to increase this capacity by 17 million tons. In framing the projects to achieve 
this target, a small addition of 1+5 million tons was provided for, partly as a 
reserve against possible shortfall, and partly as preparatory work for the Fourth 
Plan, The overall target for development was 32-00 million tonnes. The Third 
Five Year Plan explicitly mentioned the projects which the N.C.D.C. was to 
undertake in order to achieve this capacity. The list included certain coking and 
blendable coal projects, the Raniganj-Jharia area accounting for approxi- 
mately 4 million tonnes. For non-coking coal, as before the effort was to be 
concentrated in the ‘outlying’ areas of Karanpura and of Madhya Pradesh and 
Maharashtra. The N.C.D.C. went ahead with the preparation of the project 
reports for all these projects. While considering these reports, changes were 
again made in the list of projects and their targets, adhering largely to the targets 
of, coking and non-coking coal production as earlier determined. By the time a 
mid-term appraisal was made of these various development projects, it became 
clear that, for various reasons, an overall target of 32-00 million tonnes would 
not be achieved. A number of projects for which foreign collaboration was ex- 
pected had been dropped. Certain others for which foreign collaboration was 
arranged were also expected to take a longer time to achieve results. In other 
cases, targets had to be varied owing to the actual working conditions being 
different from what were expected, Duringthe mid-term appraisalof the Plan, 
the Ministry and the Planning Commission accepted the indication given by the 
N.C.D.C. that all they could liope to achieve by 1965-66 was the production 
capacity of 22°86 million tonnes comprised of 7-05 million tonnes of coking coal 
and 15-81 million tonnes of non-coking coal. 


20. While these were the tasks which the N.C.D.C. had proceeded to fulfil 
during the Third Plan period, as noted earlier there was a considerable change 
taking place in the demand for coal. From being an article of scarce supply as it 
was right upto 1962-63, during 1963-64 and subsequent years it was found that the 
coal industry was able to supply without difficulty all the requirements of coal. 
Increase in dieselisation and electrification of the railway system had led to a 
smaller off-take of coal by the Railways, than what was anticipated. The 
Railway’s own target as to the overall traffic that it would be called on to 
move was found to be on the high side. The power stations which were expected 
to come into commission lingered and their demand did not therefore go up as 
scheduled. The steel plants particularly the expansion schemes of Durgapur and 
Rourkela and the setting up of a new plant at Bokaro, were considerably de- 
layed. There was a similar drop in the industrial targets especially in industries 
like cement which were large consumers of coal. As a result, after 1962-63 when 
the production reached 65 million tonnes of coal, the coal industry found itself 
in a buyers’ market. The transport difficulty had eased considerably and the 
tendency on the part of the consumers to make excess demand. for coal had 
diminished. The situation was worse, specially in respect of the lower qualities 
of coal. Suppliers had begun to compete by making unauthorised rebates to the 
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consumers, in the fixed statutory prices. Later, this abundance, of supplies 
especially in lower grades was recognised by Government and considerable 
relaxations were made in the methods of distribution control. In June 1962 coal 
prices for grade IT and below had already been notified as ceiling prices, making 
it possible for the competing mines to lower the prices for these grades. It was 
not however till July 1967 that the control over prices was entirely withdrawn. 


21. This changing picture of the coal market which had come about in 
1963-64 had already made the Third Plan target obsolete. At first the Govern- 
ment of India considered that the recession in the coal market in 1963 was 
possibly of a temporary character. Even in July, 1963, the N.C.D.C. was asked 
by the Ministry of Mines and Fuel to atleast stick to the revised target of 
22-93 million tonnes for the Third Plan. 


22. With the continued recession, however, the N.C.D.C. on its own took 
action in the early part of 1964 to review and to curtail its programme. A special 
Committee was appointed to examine each project and to consider the extent 
of development in each case. As a result of this examination, in as many as 
seven mines located mainly in Madhya Pradesh and Orissa, further develop- 
ment work was suspended. For some other projects the targets of production 
were revised downwards. 


23. It has not been possible to establish clearly as to what the actual 
achievement of the N.C.D.C. was during the year 1965-66 in terms of its pro- 
duction potential. The indication giver, to the Committee on Public Under- 
takings by the N.C.D.C. was that the capacity reached was 15 million tonnes; 
but the basis on which this figure has been worked out is not clear. An appraisal 
made in 1964 put the productive capacity at the end of the Third Plan period 
at 14- 32 million tonnes. A recent estimate prepared by the N.C.D.C. shows that 
the productive capacity during 1968-69 is of the order of 16-97 million tonnes 
comprised of 7-49 million tonnes from underground mines and 9-48 million 
tonnes from opencast mines. The estimate of 9-48 millon tonnes for opencast 
mines is based on the assumption that the earth-moving machinery as supplied 
to them would be kept in running order and be fully utilised on production. 
The figure of 16-97 million tonnes includes 2-54 million tonnes which would 
become available in 1968-69 from projects which are still under development. 
These projects include Chalkari, Surakachar, Sudamdih, Patharkhera, Sile- 
wara, Umrer and Jhingurda which when completed, would have a target 
capacity of 7-76 million tonnes. It would thus appear that the production capa- 
city already developed is about 14-4 million tonnes and that now being deve- 
loped 7-7 million tonnes, giving for all the underground and opencast mines 
of the second and the Third Five Year Plan, an aggregate potential capacity of 
the order of about 22 million tonnes. These figures are given to indicate the 
achievement of the N.C.D.C. in terms of the productive capacity as compared 
to the targets which it had undertaken to meet for the Second and Third Five 
Year Plans, They do not, however, take into account the development at seven 
mines which was suspended in 1964, and which had a production target: of about 
6 million tonnes. 
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24. The financial and commercial results of the N.C.D.C. depend not so 
much on the target of productive capacity but on actual production. It has been 
stated earlier that the actual production has been considerably below the 
targets. The production during 1965-66 was only 9-61 million tonnes. In 1966- 
67, it dropped to 9-39 million tonnes. In 1967-68, which is the latest year, for 
which figures have now become available, the production has exceeded 10 
million tonnes. That the actual production is considerably less than the produc- 
tive capacity which the N.C.D.C. sought to develop, provides one of the im- 
portant reasons for the relatively poor performance: of the Corporation in finan- 
cial terms. What determines actual production is not merely the capacity to 
produce. The factors which determine production are sales, transport faci- 
lities, plant and equipment deployed for opencast operations and the state of 
their maintenance and in the case of underground mines the way in which 
the mines have been developed, the reserves available, the conditions of mining 
and their suitability for the use of mechanised means. The effect of these 
factors on the actual production as well as the commercial results of the N.C.D. 
C. would be taken up for consideration in subsequent chapters. Before these 
matters are considered, it may be appropriate, however, to examine how the 
N.C.D.G. set about reaching the prodnetive capacity in accordance with the 
various plan targets. 


CHAPTER IT 


DEVELOPMENT AND WORKING OF THE STATE COLLIERTES 


The first task of the N.C._D.C. was to take over the 11 state owned collieries 
and raise their production by 0-5 million tons per annum during the Second 
Plan period. For years preceding this take over, these 11 collieries produced 
approximately 3 million tons and the production had been almost stationary 
at this figure. The trend since 1950-51 was, in fact, slightly downwards. 


2. These collieries had uot been running satisfactorily and as early as 
1949 a Special Committee was appointed to look into their performance and to 
suggest remedial measures. The committee submitted its report to the Gov- 
ernment in 1951. It pointed out a number of defects in the working of these 
mines. Their stores consumption was stated to be high and the supervision in 
the collieries is adequate. The Committee also observed that a principal cause 
for the high cost of production was the employment of excessive number of 
underground workers and surface workers, as compared to the number of coal 
face workers. The committee recommended transfer or retrenchment of surplus 
labour. It recommended the introduction of piece-rates and a scheme for in- 
centives to improve production. 1t also recommended revision, of accounting 
procedure so that the mining engineers were provided with cost-sheets and 
data within a few days of the end of the period to which they relate. The 
Committee recommended a number of tmprovements in the accounts of indi- 
vidual collieries and their consolidation. Finally, the Committee also recom- 
mended the establishment of an autonomous statutory body to take over, 
control and expand the work of these collieries and to run them on a commercial 


hasis. 


3, Almost all these collieries were worked manually, and as stated by the 
Railway Collieries Enquiry Committee, they had excessive complement of 
workers. Some of the mines were nearing exhaustion and their commercial 
exploitation was increasingly uneconomic. A glaring case of this type was that 
of the Giridih mines. The N.O.D.C. came to the conclusion as early as 1959 
that the Giridih mines could not be run without incurring huge losses. The coal 
produced was, however, of high quality coking type and in the interest of 
conservation of this grade of coal, the Government decided that the mine 
should continue to run and issued a directive to the Corporation to that effect. 
The continued running of this mine was also necessary with a view to avoiding 
distress to the large labour force employed at the mine. Since this directive 
came into operation, N.C.D.C. have stated that they have incurred a loss of 
about Rs. 4-27 crores in running this mine. Since 1964, efforts have been 
made to reduce the losses by retrenching or transferring surplus personnel, 
finding best possible market for hard coke manufactured at an old coke oven 
plant, mining of lower grade coal for supplies to power stations. With the good 
price and off-take that was available during 1966-67 for hard coke, the losses 


71 


72 


could be brought down to as low as Rs. 6-23 lakhs for that year. With a slump 
in the market for hard coke in 1967-68, the mines are believed to have again 
incurred large financial losses. 


4, While the case of Giridih mines has been specially referred to above, 
similar difficulties are believed to occur in certain other mines as well. The two 
Orissa mines at Deulbera and Talcher have a small production and have been 
incurring financial losses year after year. In Kargali which is one of the largest 
state collieries and which was worked as an opencast quarry, the coal-overburden 
ratio began to be adverse as mining was undertaken at lower depths. With the 
deployment of additional machinery, production could be maintained but the 
cost of production continued to be high and the profitability correspondingly 
came down. 


5. As stated earlier, the task of the N.C.D.C. was to raise the production 
of these 11 mines by 0-5 million tons per year during the Second Plan. This was 
achieved in the early years of the Second Plan. Certain expansion measures 
were, however, undertaken at Bhurkunda and Kurasia. In Kurasia, the target 
of production was raised from 0-25 million tons to 1-15 million tons by under- 
taking opencast mining in contiguous area to produce 0-9 million tons. In 
Bhurkunda, on the other hand, production was to be increased from 0:15 
million tons to 1-30 million tons by means of developing additional underground 
and opencast capacities. Inclusive of these expansion measures which were 
introduced during the Second Plan period, the target of production for these 
11 mines was 5-78 million tonnes. The actual production in 1960-61 was, how- 
ever, 4:80 million tonnes. 


6. The production from these mines has continued to be at this level 
during the Third Plan and afterwards. The actual production in 1965-66 was 
4-4 million tonnes. The production during 1966-67 and 1967-68 was 4-26 and 
4-17 million tonnes, respectively. The comparable estimated capacity of these 
11 mines now stands at 5-35 million tonnes. 


7. While the N.C.D.C. has thus carried out its task in respect of production, 
the financial results in working these mines have not been adequate. Overall 
there was a small profit of Rs. 2-92 lakhs during 1965-66 on the working of 
these mines and in 1966-67 there was a loss of Rs. 33-75 lakhs. Most of the 
mines with the exception of Kurasia, Bhurkunda and Bokaro are running at a 
loss. The man-power employed in these mines is large. It accounts for more 
than half the number of persons employed by the N.C.D.C. in its mines. There 
is reason to believe that the equipment supplied to them is not being fully 
utilised, and many items of work which were to have been mechanised are in. 
fact handled manually. 


8. Giving reasons for the drop in profits from these 11 collieries, the mana- 
gement of the N.C.D.C. has explained that such a fallin profits despite increase 
in production would require detailed analysis, However, the management has 
provided the following prima facie reasons for the fall in profitability— 


(i) progressively adverse coal-overburden ratio and progressive ex- 
haustion of the coal reserves in the case of Giridih and Argada; 
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(vi) Progressive increase in wages which were not fully off-set by the 
increases in price of coal; 


(ti) Transport bottleneck resulting in restriction on production; 


(iv) Additional investment since 1st October 1956 of Rs. 17°63 crores 
comprised of Rs. 10+28 crores on plant and machinery, Rs, 4+32 
crores on hotising, water supply, roads etc. and Rs. 3-03 crores on 
other items like land, office and factory buildings, vehicles, railway 
sidings and development. Although mechanisation was introduced, 
full advantage could not be taken from it. owing to sickness of plant 
and equipment for want of spares. 


9. In considering these matters of production and development of the 
state collieries, it is also necessary to mention certain changes in methods of 
working at these collieries made since the take over. The state collieries often 
resorted to contractual arrangements for certain part of mining work, like 
loading of wagons, removal of overburden etc. The N .C.D.C., on the other hand, 
progressively reduced the contract labour and undertook many of these functions 
departmentally. A part of the increase in, production came about not so much 
by more intensive exploitation of the same areas as by starting nw inclines or 
supplementing the underground projects with new quarries in the neighbouring 
areas. It is significant that the O.M.S, in these mines has not shown any material 
improvement since the time they were taken over by the N.C.D.C., except in 
the opencast mines of Kurasia and Bhurkunda. 


10, Having decided to establish a public sector corporation for starting 
new coal mines, it was only logical that the new corporation be asked to take 
over the management of the pre-existing state owned mines. These provided a 
nucleus organisation on which the corporation could build its further structure, 
A group of coal mining engineers and staff was thus readily available at the 
disposal of the corporation for its planning and future work. 


11. It has to be pointed out, however, that the fact that the corporation 
was required to build up on the basis of this nucl.us, had also its drawbacks. 
In the first. place, coal mining was a small ancillary activity for the Railways. 
The profitability of the collieries and its financial working was not a significant 
factor in the overall railway economy. As pointed out by the Enquiry Com- 
mittee of 1949, the management of these collieries required a great deal of 
improvement. There was excessive labour. Being captive collieries of the 
Railways they had no sales problem. Whatever was produced by the collieries 
was taken over by the Railways and strict adherence to quality was not essen- 
tial. Prior to 1955 no consideration was given to ensuring that coking coal was 
used only for metallurgical purposes. Therefore, the Railways were using up 
for their own purposes even the coking coal produced in the Giridih, Bokaro 
and Kargali areas. With the N.C.D.C., the sale of slack has given rise to certain 
problems as the Railways restrict their purchase to grade I steam coal, The 
slack produced by the State collieries in the preceding years, was, however, 
taken hy the Railways and utilised either for locomotives or for other purposes, 
The administrative, financial and stores procedures followed by the Railways 
were not: entirely suitable for running a competitive public sector corporation. 
The terms and conditions of service of the railway employees included a number 
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of perquisities like free railway travel. Ou taking over the staff, the N.C.D.C. 
had to assure them that the conditions of service were no less favourable 
than what were enjoyed by their personnel before 1956. As a result, the N.C.D.C. 
now has on its staff persons with different service conditions, carrying out the 
same duties. Further, even the senior mining engineers who were taken over 
by the N.C.D.C. had no particular experience of capital development of new 
mines. Their main experience was limited to the management of and raising of 
production from, the existing mines. Similarly. the technical personnel did not 
have much experience in the use of mechanical equipment whether for open- 
cast or underground mines. Such problems, as arise in ensuring maximun 
deployment of mechanised plant and machinery by proper ntaintenance, pro- 
vision of adequate spare parts etc., were matters in which these who had been 
running the state collieries had limited experience. In fact, the large scale mecha- 
nisation which the N.C.D.C, undertook, in its anxiety to speadily reach the 
targets was a new venture in the entire coal industry itself. It should not there- 
fore be assumed that taking over of these state collieries was of particular 
advantage to the N.C.D.C. in its task of rapid development of production from 
new mines, 


CHAPTER III 
PROGRAMMES OF DEVELOPMENT OF NEW COLLIERIES 


Raising the production of the State owned mines was only a minor part 
of the task of the N.C.D.C. Its major concern was to open tip new mines in new 
areas, The Second F.ve Year Plan required the N.C.D.C. to obtain additional 
production of about 10 million tonnes by opening new mines. For the Third 
Five Year Plan, the productive capacity was to be stepped up by another 17 
to 18 million tonnes. 


2. The development programme for the Second Five Year Plan was spelt 
out broadly only in terms of the areas to be taken up for development. No 
specific projects were mentioned forthe 10 million tonnes. These areas were 
specially selected in places away from the main coal bearing areas of Jharia and 
Raniganj. with a view to avoiding transport difficulties and setting up sources 
of production nearer the consumption centres. Tt was agreed as part of the Plan 
for coal development in these areas-that the Railways would undertake the 
corresponding development by aiew railway bridge across the Damodar River 
intended to serve the Karanpura area, an extension of about 60 miles of the 
Aunuppur-Bijuri railway line in Madhya Pradesh towards the Bisrampur area 
and a railway bridge across Hasdeo river in the Korba region. The works under- - 
taken by the Railways, however, took longer than expected, affecting the N.C. 
D.C, programmes of development iy the connected areas, The N.C.D.C.. therefore 
considered developing a few other projects with a view to meeting its pre- 
determined target of 10 million tonnes of coal from new projects. Another 
factor which led to changes in programme even during the Second Five Year 
Plan, was the state of knowledge of geological conditions in different regions. 
Initially, the N.C.D.C. relied on the information that was readily available for 
projecting its new areas of development. The project reports prepared during 
1957 and 1958 were based on this information. Later, it was found that the in- 
formation provided hy the geological surveys was inadequate. The N.C.D.C. 
had itself to undertake some drilling operations in order to supplement the 
information. The changing position of supply of wagons for the Karanpura 
aveas and the dispute that arose with the Railways in regard to its commit- 
ment to supply adequate wagons for this region also affected the production 
target for the Second Five Year Plan. In view of all these factors, the Second 
Plan progranime was indeed not firm at any one point of time. As stated in 
an earlier chapter of this report, itis only the overall target fioure that 
was firm but not the detailed programme. 


3, The preparatory work was more detailed for the Third Five Year Plan. 
As early as 1960 the specific locations of the various projects of the Third Five 
Year Plan were determined. These have, in fact, when incorporated in the 
Planning Commission’s report on the Third Five Year Plan. The selection of 
these areas was apparently based on the greater knowledge which had then 
become available to the N.C.D.C. of the coal bearing areas and the reserves of 
different qualities of coal available in these areas, Despite the large increase in 
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pithead stocks at the end of 1960-61 awaiting sales and despatch, it was believ- 
ed, that the large programmes undertaken for the Third Five Year Plan were 
essential to meet the needs of the coal consuming industries. It was not till the 
middle of 1963 that the realisation came that the demand might not turn out to 
be as large as projected. The N.C.D.C. naturally took up the task of the fulfil- 
ment of its targets in earnest right from the beginning of the Third Five Year 
Plan. Project reports for the Third Plan projects were prepared in greater detail, 
setting out generally the method of mining, the civil works programmes, the 
plant and machinery needed for the project and the number of employees needed 
to reach targeted. production, as well as the expected capital costs and costs of 
production. In certain cases, where large amount of foreign exchange was 
needed, it became necessary to obtain assistance from abroad. Such assistance 
was available from the aid giving countries only on the basis of very detailed 
surveys and project reports. In particular, the technical collaboration with the 
USSR and Poland involved very detailed geological surveys of the project areas. 
The collaborators from these countries insisted that such data should be 
provided for properly planning those projects. 


4, Subject to these factors, the development work progressed apace during 
the Third Five Year Plan till about the, middle of 1963. As mentioned earlier, 
it was during 1963 that the transport difficulties in the supply of coal tended to 
ease and it came to be realised that the real demand of coal was less than what 
was projected. The N.C.D.C. pointed out these marketing difficulties in its 
Managing Director’s monthly reports and in other correspondence, but the 
Corporation was asked in July, 1963 to go ahead with the development pro- 
grammes. The sales difficulty, however, continued and in March, 1964 and sub- 
sequent months, the programme was reviewed in detail. On a number of 
projects, development work was suspended. In some projects, the production 
itself was restricted to what could be sold from those mines. There was rede- 
ployment of plant and equipment which had heen already ordered for the areas 
where development work was kept in abeyance. The position at the end of 
Third Five Year Plan was thus quite different from what it was expected to be 
when the Third Plan was initiated. 


5. After the conclusion of the Third Plan period, the general stagnancy of 
coal market has continued. N.C.D.C.’s sales were marginally lower in 1966-67 
as compared to 1965-66, but they have recovered in 1967-68. The production 
required for meeting current orders, can be obtained from the mines which 
have already been developed or are under development, without taking up 
any new projects. The programme for the Fourth Five Year Plan is yet to be 
drawn up, but it looks possible that in the non-coking coal sector, it may not be 
necessary to undertake any new project. The question of reopening of any of the 
suspended projects would depend on whether coal demand for their produc- 
tion cannot be met by raising output from the nearby mines which are already 
developed. For coking coal, two deep mines in Central Jharia are now under 
development. It is still not clear whether any further development work needs 
to be undertaken by the N.C.D.C. for coking coal in the next few years. 


CHAPTER IV 
THE QUALITY OF PROJECT PLANNING AND DEVELOPMENT 


The Committee has examined the Project Reports which were drawn up 
and approved for the various projects for the Second Plan. The Project Re- 
ports of the Second Plan are sketchy and do not give much, indication as to the 
way in which the work on those projects was to be undertaken. Even as feasi- 
bility reports, they lack certain essential details. All these projects whether for 
the Second or for the Third Plan programmes, make an assumption that the 
coal produced would be marketed. This as we know it now, was not a valid 

‘assumption. No market survey was undertaken by the N.C.D.C. whether for 
the Second Plan or for the Third Plan projects. The Corporation tacitly accept- 
ed the programme as approved by the Planning Commission and the Govern- 
ment. We have already recommended in our first Report that for future at any 
rate, the N.C.D.C. should make its own analysis of the market for each pro- 
ject. 


_ _ 2, An important point to remember in respect of coal mining development 
is that for the consumers the price of coalcontains a large element on account of 
transport costs. In planning a project, it is, therefore, essential to determine what 
would be the economic range for its supply taking into account competition from 
existing collieries. Such a survey needs to be made not only for its main 
products but also for its secondary products. It is not enough to consider that 
steam coal of grade I or selected grade coal can be readily sold to the Railways 
without difficulty. When steamcoalis produced, acertain quantity of slack 
coal inevitably arises with it and itis important to predetermine the market for 
this slack and the price at which it can be sold to the consumer. To maintain the 
colliery in continuous production, not only is it necessary to ensure the despatch 
of steam coal but simultaneously also of slack. The problem of market is even 
more important in the case of lower grade coal. Here again it has to be noted 
that the consumer buys coal for its calorific value. The lower the grade of coal the 
larger must be the rate of consumption in order to obtain the same calorific 
value from it. As freight rates whether for high grade coal or lower grade coal 
are the same, their incidence on the consumers’ cost of low grade coal is relatively 
high. All these factors must necessarily be taken into account in determining 
whether a project can sell all its products, the prices at which it can sell them, the 
consumers who would be expected to get their supplies from it and their expec- 
tations as to prices and qualities. It is only, when these matters have been 
considered that one can reasonably assure oneself that the project can be run in 
an, economical manner. 


3. Another lacuna that we find in all these Project Reports is the assumption 
readily made in them that as soon as the plant and equipment, necessary skilled 
and unskilled labour force, technical supervision and in the case of underground 
mines certain development works were completed, the mine project would 
achieve and maintain production at its targeted rate. Even in judging the 
economics of the project, the calculations are based uniformly on the assumption — 
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of capacity production. In most industrial projects, it is usually assumed that 
the optimurr production would be of the order of 80 to 85 per cent of the capacity 
claimed for the plant and equipment. That is because the run of production 
depends on various factors and not all of them can be uniformly favourable at 
all times. In respect of capital intensive mining, the position is even more un- 
certain than in capital intensive industry. In order to judge the economics of 
a project, therefore, it is necessary to determine its break-even point and for its 
economics of production and profitability it is not proper to assume that all its 
plant and equipments would work at the targeted rate. 


4. We have also found that for most of the projects and more especially 
those of the Second Five Year Plan, the geological data were inadequate and 
often not reliable. For a number of projects, the quality of coal as found in 
actual mining was different from what was expected. One major instance of the 
quality being different from what was assumed is that of the Kathara Project 
where the assumption of grade I coking coal was belied and the actual production 
is considered to be of HH grade unsuitable for use in steel plants without wash- 
ing. Similar is the case of the coal mining projects in the Korba area. Some of 
them were at first thought to be capable of producing blendable coal suitable 
for use in the steel plant at Bhilai. It has now been found that the coal that can 
be mined from that area varies from grade I-at Banki and Surakachar to grade 
SII and below at Manikpur. While Railways have been buying steam coal from 
Banki and Surakachar, the disposal of slack has presented a problem. Similar 
position obtains in respect of Umrer Colliery which is now under development 
where, on present assessment, the coal is said to be grade III instead of grade 
I as earlier assumed. Some of the collieries in Korea-Bisrampur region also 
presented similar features. In Korea, a quarry was opened in the Second Plan 
period. After considerable sums of money were spent in the removal of over- 
burden, it was found that the coal, being of lower grade, was not readily saleable 
and eventually after as much as 67,000 tonnes of coal was exposed and blasted, 
the quarry was abandoned and the major part of this coal was allowed to be 
covered by mud and water. Production at the colliery was restricted to under- 
ground mining and the discharge of surplus labour presented difficult problems. 
Tn certain other mines, again the methods of working were changed and res- 
tricted to the seams which, on actual development, were found to be producing 
the requisite quality of coal. Examples of this are Duman Hill and Churcha. 
In so many projects of the N.C.D.C. the grade of coal has been found to be infe- 
rior to what it was assumed to be on the basis of prospecting and bore hole data. 
This was the case even in respect of some shallow seams for open cast projects. 
It would be useful to examine whether this was due to any defects in collections 
of the data or in its interpretation, so that similar defects are not repeated 
in future projects or in future expansion and development of existing projects. 
We recommend that the N.C.D.C. should take up such an investigation as 


soon as possible. 


5. While the data as to the quality of coal was thus inadequate and defective, 
even more serious was the inadequacy of data relating to the quantity of reserves 
and the under-ground geological conditions. In a number of instances, the areas 
were actually found to be heavily disturbed by geological faults. Not only was 
the overall quantity of reserves found to be less than what had been assumed in 
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preparing the project, but the methods of working had themselves to be altered 
in order to suit the actual geological conditions. A glaring example of this is 
that of Bachra colliery where roof conditions were found to be extremely un- 
favourable for maintenance of wide galleries essential for mechanised working 
In Saunda the reserves were found to be lower as compared to the data available 
at the time of preparing the project report. Progress of developmient of inclines 
at Silewara was delayed owing to beds of running sand; development of under- 
ground mines in Bisrampur was delayed due to unexpectedly bad geological 
conditions. 


6. There have thus been numerous deviations from the project reports in 
their actual implementation. The assumption of the project reports as to the 
use of mechanised equipment on which the N.C.D.C. specially relied on for get- 
ting large production in a relatively short period, could not be fulfilled. The 
equipment that was ordered was found to be unsuitable for the floor and the 
roof conditions as actually found in the course of development of the project. 
One result of this deviation in the working of the project was the reversion, 
in a number of projects, to the manual methods of working, affecting not only 
the rate of output but also incurring extra costsin production, besides 
rendering the equipment ordered for the project under-employed or surplus to 
its needs. 


7. These deviations also meant increased capital costs, delays in the im- 
plementation of the projects, and these delays, in turn, meant a larger inci- 
dence of overheads and other charges during the development stage adding to 
the capital costs of the collieries. In a number of cases the capital cost of 
collieries has exceeded the project cost mainly due to what are known as deve- 
lopment costs which include, in large measure, the overhead charges incurred 
during the course of the project development. 

8. The N.C.D.C. relied a great deal on the use of mechanisation for securing 
target production. Mechanisation was to be introduced in underground mines 
as well as in open cast quarries.The use of plant and machinery in coal mining 
was a relatively new feature in 1956, in the coal industry in India. All the 
requisite machinery had to be imported. There had not been a great deal of 
experience in this field before. The Corporation therefore relied on such advice 
as it could get from producers of machinery as well as some of its senior techni- 
cians. The plant and machinery that was ordered both for the Second and Third 
Plan programmes were not directly related to the mining conditions for each 
project. Bulk purchases were made on the assumption that these would be suit- 
able, if not for one particular project, for some other project. For open cast 
mines, adequate attention was not paid to standardising the equipment in use. 
One effect of this non-standardisation is the difficulty that is now found to be 
acute in the maintenance of a wide variety of plant and machinery which were 
purchased at different times from different sources. Non-standardisation has 
also meant holding larger inventories of spare parts, 


9. A reference has already been made to the difficulty in using underground 
mechanised equipment in conditions found in certain collieries and consequent 
deviations from the project reports which had to be made on a number of pro- 
jects. In some cases the use of machinery was not consistent with safety condi- 
tions. Consequently manual processes had to be undertaken, thereby lowering 
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the rate of production. creating problems of surplus labour and unbalancing the 
economics of the project. 


10. The impression that we have of the ways in which the projects were 
prepared and implemented is one of hurry and haste in undertaking the tasks 
and trying to complete them as speedily as possible. The pressure for achieving 
the plan targets, both in financial and production terms was so great that even 
ordinary caution was at times not exercised. It was optimistically believed that 
projects could be undertaken, completed and brought into commission without 
adequate pre-planning. In a large number of cases this haste and hurry did not 
achieve the purpose aimed at. The completion of the projects was delayed owing 
to difficulties which could have been foreseen with adequate planning. The costs 
mounted up and these have also adversely affected the cost of production. In 
retrospect, it can also be said that the mechanisation and the use of sophisticated 
plant and equipment was sought to be introduced without adequate preparatory 
work. It was assumed that the use of this plant and machinery could achieve the 
expected results in terms of the coal production. For all mechanised works, an 
important pre-requisite is to provide adequate spare parts and maintenance 
facilities. Mechanised production also requires that the other conditions 
namely those of sales, transport, etc. should be suited to be mass production 
for which mechanised methods give the best resuls. It is only when the sales 
and transport are well organised that the fullest: possible use is made of the plant 
and equipment and the best results obtained from them. 


11. The lessons that can be learnt from all these difficulties of the past 
are evident. For effective implementation of a project, adequate preliminary 
data and project planning is essential. The techniques of project planning 
have now come increasingly into use in our development projects in this 
country. We now know that for every project there should be at first a 
feasibility report which in general terms indicates the economics of the project, 
market: for its product, its essentiality in terms of the national objectives, 
outline of its main technical process, the facilities available for production 
in a particular location, etc. The data given in the feasibility report should be 
adequate for obtaining administrative and financial sanction before the work 
is started. It is necessary that the feasibility report is followed by detailed 
project report in which the actual working plan for the project is laid down in 
details, the costs of various parts of the project and their time-schedules for 
various stages of completion carefully prepared, measures to bring about timely 
completion of the project pre-determined and critical points to which attention 
has to be devoted are specified. The detailed project report should also indi- 
cate the phasing of the project, so as to give the best results. Much of these 
techniques have now become available to the N.C.D.C. through the foreign col- 
laboration made available for some of its projects and also from the work 
undertaken in the Planning Commission and Bureau of Public Enterprises. In 
the case of coal mining projects it will also be desirable to consult beforehand 
the Mines Safety Department and the Coal Board as to the mining methods pro- 
posed to be adopted. At first sight these methods may appear to be time-consum- 
ing the end, however, most of them if properly employed should lead to speedier 
uesults and more efficient and economical performance. In stating this we are not 
rnmindful of the fact that in a matter like mining of an underground commodity 
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like coal, not all the details can be precisely foreseen. It may be that if full and 
precise data is to be obtained, the cost of the preparatory work in drilling and 
obtaining boring data itself may become so disproportionate as to make the 
project uneconomical. To some extent, therefore, certain risks have to be taken 
in the case of mining projects. However, there is a great deal of difference bet- 
ween taking these risks and starting projects without even reasonably adequate 
data. We have been informed that for obtaining adequate preliminary data, 
it would take something like one year in getting sufficient data for an opencast 
mine and some two or three years for any deep mining. We consider that the 
time and money so spent can more than justify themselves by the results, 


12. We have stated in our first report that for the next few years, it may 
not be necessary for the N.C.D.C. to undertake any new mining project except 
to meet the needs for a specific power or steel project. For some years, now, 
it shold be possible for the Corporation to concentrate its attention on making 
the existing mines productive and profitable. But in planning new mines, the 
Corporation should from now on, prepare itself for employing the planning 
techniques which are now fairly well known and which can show the best results 
in achieving the object. A number of N.C.D.C. officers have received knowledge 
and training in these techniques, either by being associated in the projects 
having foreign collaboration or by specific deputation abroad. It is to be hoped 
that full use will be made of their knowledge and techniques in the future 
development programmes, 


CHAPTER V 
KATHARA PROJECT 


With a view to get a fair idea of problems of development and operations 
of the N.C.D.C., we examined in some detail the programme of development 
and the working of the Kathara opencast mine. This was a new mine under- 
taken by the N.C.D.C. in the early years of the Second Plan. Out of the total 
target of additional production of 10-5 million tonnes for the Second Plan 
period, the Kathara project was at first expected to contribute 0-5 million tons. 
The first project report was for an annual production of 1 million tons. Some 
two years later ¢.e., in 1959, the project was revised and its contribution to the 
target was brought up to 1-5 million tons per annum 7.e., one-seventh of the 
Second Plan target for new mines. This was thus an important project for the 


Second Plan period. 


2. The geological data as available when the project was first planned, 
showed that large quantitics of grade I coal were available at quarriable depths. 
The more important coal sexm was the Kargali seam which had a thickness 
between 80 ft. and 140 ft. A large part of this seam was known to contain grade 
I coal. The First Project Report which was prepared in 1957 drew attention to 
the following features of the Projects. 


3. The estimated reserve was 120 million tonnes which at the annual 
rate of production of 1 million tonnes gave a life of 100 years for the colliery. 
The mine was expected to be completely mechanised. The total expenditure 
was estimated at Rs. 2,59,00,000 out of which as much as Rs. 1,36,00,000 
was for earth-moving machinery and work-shop (Rs. 1:51 crores inclusive of 
initial spare parts), Rs. 55 lakhs for buildings, Rs. 18 lakhs for land and Rs. 14 
lakhs for railway sidings. The cost of production of coal was estimated at 
Rs. 11-95 per ton which, with the average sellmg price of Rs. 17-13 was 
expected to yield a profit of Rs. 5-18 per ton. The scheme thus presented 
was attractive. In fact, the work for supplying plant and machinery for the 
project had already bogun even before the project was formally sanctioned on 
16th November 1957. Machinery which had been already ordered for the 
Korba quarry was diverted to this project. The project held out a good 
prospect of helping the N.C.D.C. to meet its production target of the Second 


Plan, 


4, In 1959, the project was revised and its production target was raised 
from 1 million tons to 1-5 million tons, The project papers do not indicate 
the reason for this revision except to say that the decision to imerease the 
production was made in the light of experience gained of working in this 
area ard “considering other relevant factors’. We have mentioned elsewhere 
that the projecte of the Second Plan were not altogether firm and it is possible 
that with a view to making up for the shortfalls elsewhere and thereby fulfilling 
the Second Plar: target, the N.C.D.C. decided to increase production from the 
Kathara quarry which was relatively easier for development. More geologica] 
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details are given in the Project Report prepared in 1959. It has been men- 
tioned that the Kathara block was affected by oblique geological faults and 
a closer estimate of reserves was made, It was estimated that out of total 
reserves of over 100 million tonnes, some 36°5 million tonnes were within 
the quarriable area, ¢.e., the area in which coal overburden ratio did not 
exceed 1:3. The quality of coal was expected to be grade I except for the 
bottom part of Kargali seam which was said to be marginally grade I. It 
was stated that with proper application and blending of the top and bottom 
sections, it would be possible to market the entire coal as grade I. There 
is also a reference in the report to the possibility of a washery being established 
at Kathara to serve the requirements of the Bokaro Steel Plant. The report 
states “if contrary to expectation the Kargali seam coal cannot be marketed 
as grade I after picking and blending, the washery which is proposed to be 
installed at Kathgra would enable the coal to be despatched to the steel plant 
or to the Railways after improving the quality of coal by washing”, The 
quotation seems to indicate a lurking doubt asto quality. As in other cases, 
there is no detailed examination of the market for this coal, Although 
reference to the possibility of marketing the coal after washing has been made, 
economics of washing costs and the’ saleability of the coal with this extra cost 
has not been considered. As in thevcase of the other Second Plan Projects, 
it was assumed that whatever was produced would be sold. The revised 
Project Report gave an estimated cost of Rs. 5 crores which included Rs. 2-59 
crores for machinery and Rs. 1+14 crores for buildings, Rs. 25 lakhs for land 
and Rs. 40 lakhs for railway siding. The estimate of Rs. 5 crores was inclusive 
of Rs, 2-59 crores estimated in the First Project Report for 1 million tonnes 
production. It was also expected that the project would be completed in 
time to produce 1-5 million tonnes in 1960-61. The revised cost of production 
was estimated at Rs. 16 per tonne whereas the expected sales price was 
Rs. 19-69 per tonne. This gave a smaller profit as compared to that mentioned 

~ in the First Project Report. However, the figures are not strictly comparable as 
both the selling prices and wages had undergone a revision during this period, 
The main object of the project was to achieve the target of production of coal 
and the fact that it would be done with a profit margin of Rs. 3 per tonne 
would have been sufficient to get necessary sanction for the project. 


5. Even before the project had reached the production level of one million 
tons, the third revision in the project was made in 1962 when, in expectation 
of the setting up of a washery at Kathara, the project was further revised to 
enable it to yield 3 million tonnes of coal per annum as input for the Kathara 
Washery. It would seem that the capacity of the washery was determined 
by the needs of washed coal for the steel plants. Kathara coal was coking 
coal suitable for washery input, but its production was expected to be only 
1-5 million tonnes. In addition to this, production of another 1-5 million 
tonnes was expected to be developed in a deep shaft mine in the neighbouring 
area. However, the deep shaft mine was not expected to come into full produc- 
tion for over 12 to 13 years or till 1975. It was, therefore, proposed that 
Kathara should itself increase its production by 1-5 million tonnes per annum 
for a period of 10 years, ¢.¢., from the time the Kathara washery was expected 
tc come into commission in 1965 to the time that it could find its additional 
supplies from the deep shaft mine, After considering the coal reserves available 
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in Katbara and the need to step up production for a period of 10 years from 
April, 1965 to March 1975, it was estimated that the extended Kathara quarry 
would have a life of 25 years. To reach this higher production, it was proposed 
to obtain shovels and dumpers of higher capacity, The total additional cost 
was Rs. 3°89 crores of which plant and equipment accounted for Rs, 3-44 
crores and buildings, residential or otherwise, Rs. 35 lakhs. The cost of produc- 
tion wasnow estimated at Rs. 17-70 per tonne and the profit margin at Rs. 2-21 
per tonne. This profit margin was less than what was expected in the first 
and second project Reports. Nevertheless, the object was to meet the needs 
of the washery in as short a time as possible and having regard to this factor 
it was not surprising that the project received approval and was taken up. 


6. Thus the total cost of the project as estimated in these three stages 
was Rs. 8-90 crores. The actual expenditure till the end of 1966-67 is stated 
to be Rs. 6-23 crores. The expenditure on most of the heads of development 
roughly corresponds to estimates, except that, on plant and equipment it is 
Bs. 1°98 crores less than that shown under the head “plant and equipment” 
in the third project estimate and for buildings it is Rs. 66 lakhs less than the 
estimate for buildings. The estimate that the Kathara washery would come 
jnto commission in 1965-66 was found to be over-optimistic. This washery 
construction was undertaken with the collaboration of the U.S.S.R. Govern- 
ment. Even the contracts for the supply of machinery and technical collabora- 
tion were not made till September, 1963, “Working drawings as required for 
indigenous equipment as well as civil construction work were received from 
1963 to April, 1965. The construction and erection work are still proceeding 
and the present estimate is that the construction of washery will be completed 
by the end of 1968. It is possible that it would not reach capacity production 
till the latter half of 1969-70. Assummg that marketing problems for the 
products of Kathara washery are satisfactorily resolved, it would be necessary 
for the Kathara colliery to push-up its production to the level of 3 million 
tonnes in another year or 18 months. 


7. Currently, the Kathara quarry has a serious problem of marketing 
its coal, Contrary to the expectation based on the geological data, the coal 
as quarried is found to have certain admixtures and is not better than grade 
II. The working of the quarry has been restricted to a part of the top Karagali 
seam with a view to maintaining the production quality as grade II. There 
is difficulty in the sale of this coal. At one time in 1964, the Railways who 
are the main customers for this coal complained of large admixture and stopped 
supplying wagons to this colliery and the production could not be moved. out 
for want of sales. It was only after a rebate in price and some special arrange- 
ments made for picking and blending of coal through a loading contractor 
that the Railways could be persuaded to accept Kathara grade U coal for their 
use. Even then there was the difficulty in the disposal of slack. Bokaro 
Thermal Station which is within two miles of the Kathara colliery, was buying 
its requirements by open tenders. Bokaro Thermal Station did not, however, 
purchase this ccal direct from the N.C.D.C., as the quotation tendered by the 
N.C.D.C. was found to be higher than that of the lowest tenderer. However, 
the contractor supplying the coal to the Bokaro Thermal Station agreed to 
purchase part of the elack produced at Kathara at the N.C.D.C. price and make 
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it available to the Bokaro Thermal Station at his quoted price, presumably 
by compensating himself of supplies made from other sources.: Even so, 
large production of slack at Kathara continues to be a problem for sales from 
Kathara. During the last few months, some sales have been made to the 
thermal station at Patratu, but the Railways, have found it inconvenient to 
transport coal from Kathara to Patratu. Even with these sales and the 
continued restricted scale of production, pit-head stocks at the end of March, 
1968 were as high as 2,25,000 tonnes, ¢.e., an average of four months’ production. 
Thus, one major problem of the Kathara colliery is that of finding market for 
its production. : 


8. The production at the mine has, therefore, to be considerably restricted. 
It has never reached even the target of 1 million tonnes shown in the first 
project Report. Production has varied between 500,000 tonnes and 700,000 
tonnes per annum since 1961-62. The only time that it is believed to have 
reached the production rate of 1 million tonnes per annum was in March, 1961 
when its production was 1 lakh tonnes. This was the time when the N.C.D.C. 
had decided to go all out for stepping up production irrespective of sales and 
irrespective of availability of transport. Even so, there is reason to believe 
that the actual production during the quarter ending March, 1961 in Kathara 
colliery was overstated when the. loca] project officers counted each dumper 
trip at 11-5 tonnes instead of 9-14 tonnes. Therefore, some part of the record- 
ed production of 1 lakh of tonnes in the month of March, 1961 may well have 
been fictitious. 


9. Besides the limiting factor of marketing and transport, Kathara is a 
glaring example of a large volume of earth-moving machinery remaining out 
of commission for want of repairs and spare parts for long periods. The 
Project Report required the provision of shovels with the aggregate capacity 
of 79} cu. yds. Against this shovels with total capacity of 90 cu. yds. were 
purchased and the deployment on 31st’ January 1967 was shovels with total 
capacity of 81 cu. yds. the balance being diverted to other collieries. The 
actual number of shovels provided is 13 as against 15 required for the full 
target. Of these 9 shovels are now working on overburden removal of about 
140,000 cu. yds. and 4 on coal production of about 50,000 tonnes per month. 
The dumper capacity required was estimated at 2,241 cu. yds. whereas 1,482 
ou. yds. were purchased. The deployment on 31st January 1967 was 2,244 cu. 
yds. This was made possible by diversion of dumpers from other mines. Out 
of a total number of 85 dumpers so provided, only 29 were serviceable in March, 
1967 and the position further deteriorated in subsequent months... By October, 
1967 only about 20 dumpers were fit for working. Shortage in dumper capacity 
has also led to idling in the capacity of the shovels. Large scale sickness of 
earth-moving machinery, more especially of dumpers, presents a very serious 
problem to this colliery. The current picture is, however, that for the produc». 
tion that can be sold and transported from this colliery, namely 5 to 74 lakhs 
tonnes of coal per annum, shovels and dumpers presently at work are slightly 
more than what are required. If the colliery is to step up its production 
to reach its original target. which it may have to do when the washery comes 
into commission, it is essential that all the machinery which has remained 
idle for want of repairs is reconditioned and put back into service. 


10. The restricted production and sales have affected one other aspect 
of its production. Normally, when open quarries are worked, the first lot 
of overburden removal is followed by the complete extraction of exposed 
coal, so that the further overburden removed can then be back-filled into 
areas from which the coal is removed. Such a method gives greater economy 
in production inasmuch as the overburden does not have to be taken over 
long distances, and over steep gradients, for being dumped. The working 
of the seam at Kathara having been restricted to the top 20 ft. the facility 
of back-filling is not presently available. Therefore, overburden is now being 
carried over long distances and steep gradients. This could be one reason 
for a large sickness of dumpers. In the absence of the back-fillmg method, 
the cost of removal of overburden is also high. 


11. The second consequence of the restricted production is that the colliery 
is now engaged in deploying its machines more on the overburden removal. 
It is understood that it has removed about 14 million cu. yds. of overburden 
since its inception and in the process about 8 million tonnes of coal has been 
exposed. Out of this, 4-5 million tonnes have been despatched and 3-5 million 
tonnes are lying exposed. Removal of overburden considerably in advance 
of the removal of coal adds to the working cost of the quarry. In an ideal 
situation only so much overburden should be removed as is necessary for the 
extraction of coal during a given period, so as to minimise if not to eliminate 
any large balance of deferred revenue expenditure for absorption in coal 
production costs in subsequent years. As the balance of deferred revenue 
expenditure locks up working capital and bears interest charges, ideally, there 
should be no balance in the deferred revenue expenditure account at the end 
of the financial year. Apart from this, there is also the possibility that the 
large quantity of exposed coal may attract dirt and impurities especially 
during the rainy season and require another operation for its removal before 
the coal is extracted. 


12. There have been instances ef considerable delay in taking action for 
the repairs and maintenance of the machinery. The following are some of the 


details— ; 
(*) 15 No. 11/LD Euclid dumpers were lying idle at Kathara from 
various dates since September, 1965 to October, 1966 for want of 
tyres. Tyres fitted to these dumpers were of non-conventional 
type ¢.e. tubeless for which there were no facilities in the country 

for repairs or vulcanisation. It is noticed that when these dumpers 
were purchased, the DGS&D who made the purchase, brought 

it to the notice of the N.C.D.C. that dumpers with tubeless tyres 
might not be accepted, unless the N.C.D.C. were equipped to handle 

cuts or other similar repairs and/or to vuleanise tubeless tyres. 

In reply to these observations, the N.C.D.C. replied that “‘we shall 

make necessary arrangements for repair and vulcapising of these. 
tyres in our workshops.” Apparently, no action’ was taken after 
this reply in 1964 to make these necessary arrangements. It was 

only in 1966 that a private firm was located in Calcutta which could, : 
with some additional facilities, equip itself for undertaking repairs 
and retreading of tubeless tyres. The firm was given foreign exchange 
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in 1966 on the recommendation of the N.C.D.C. for the import of 
accessories for repairs of these tyres. Since 1965, the N.C.D.C. had 
been asking for release for free foreign exchange for the repairs and 
maintenance including the import of tubeless tyres for the dumpers. 
It was not till 1966-67 that an amount of free foreign exchange of 
Rs. 4-85 lakhs could be allotted for the import of 39 tubeless tyres. 
Moreover during 1963-64 to 1966-67 free foreign exchange to the 
extent of Rs. 1-94 crores was made available to N.C.D.C. for spares, 
accessories and maintenance. When it is known that large size tyres 
for the earthmoving machinery whether tubeless or with tubes 
were not repairable in the country, care might have been taken to 
make use of some part of the free foreign exchange for import of 
accessories needed for repairs. The latest information is that by 
April, 1968, 10 out of 15 dumpers have been commissioned after 
the retreading of the tyres. It was hoped that the remaining 5 will 
also be put back into service soon. 


(ti) Out of the 12 Euclid BITD 14/16 cu. yds. dumpers, three have been 
under break-down from different dates since September, 1961 for 
want of replacement of engines. Orders for the engines for these 
dumpers which broke down in September, 1961 and February and 
August, 1963 were not placed before February, 1965. 

(wt) Out of 21 Haul-Pack 22 cu. yds. dumpers, 11 are under break-down 
for want of engine parts. Action for procurement of spare parts was 
taken only in March, 1964, although 3 of these dumpers had been 
commissioned in November, 1961, one in August, 1962 and others 
in 1963, 

(w) Out of the 20 Nos. LYX MACK dumpers, 14 are under breakdown 
from different dates since February, 1963 for want of engine and 
spare parts. The procurement of spare parts was undertaken only 
in December, 1964 even though 3 of the dumpers broke down in 
February, March and June, 1963. 

(v) In addition, there is the case of 16 coal haulers allotted to Kathara., 
Of these 13 are under break-down and the remaining 3 are being 
used as water tankers and not as coal haulers, These 13 coal haulers 
have been under break-down since May, 1960. These coal haulers 
were amongst the purchases which were made without fully realis- 
ing that such machines were not suitable for use in the working 
conditions in India. 


13. These details would show that there has not been adequate attention. 
given to the need for maintining the machines in order. Mechanisation can 
sueceed. only to the extent to which attention is given for ensuring that the 
machinery that is obtained is suitable for use, that it is utilised under the 
best. possible conditions, (for example by providing the requisite standards of 
haulage conditions) and the adequacy of maintenance personnel and the regular 
supply of spare parts. The arrangements for maintenance and spare parts must 
be made at the time of the purchase of machinery. That is particularly so in 
respect of imported machinery for which supply of spare parts is not readily 
forthcoming from stocks in India. Foreign exchange scarcity has been stated, 
to be the reason for inadequate supply of spare parts. However, the foreign 


88 


exchange scarcity in more acute form caused these difficulties only after 1964. 
Tt will be noticed that for some of the machines which broke down even earlier, 
no timely arrangements had been made for purchase and supply of spare parts. 


14, It is possible that the supply of machinery for the target production 
and in excess of the needs of the current production may have made the officials 
somewhat complacent in regard to taking prompt action for repairs and main- 
tenance of the vehicles under breakdown. In retrospect, it is possible to say 
that while purchases were made to provide for targeted production, the Cor- 
poration would have been well advised to release to the project only so much 
equipment as was needed to maintain production at the current level. 


15. One other feature of the Kathara Project needs to be mentioned. In 
its first Project Report it was expected that a coal handling plant would be 
set up for the loading of wagons. Pending the construction of a more permanent 
arrangement, some temporary plants were provided in 1957 and 1959. However, 
by 1962 it became clear that a permanent coal loading plant may not be needed 
as the output of Kathara was intended to be transported to the nearby washery 
which again was then expected to come into commission in April, 1965. All 
these time projections, however, were unduly optimistic. In 1964, Railways 
objected to taking coal from Kathara and reduced the supply of wagons prac- 
tically to nil during certain months. Their complaint was that the quality of 
coal was unsuitable for use in locomotives. After considering this matter, the 
N.C.D.C. decided to entrust the loading arrangement to a contractor who was 
required to ensure proper picking and grading of coal before loading. In the 
absence of the permanent coal handling plant, departmental picking and 
selection could not be undertaken. The contractor was liable for any deductions 
in payment made by consumers on account of the size or quality not being 
upto mark. Further, he was also liable for any demurrage etc., except when the 
detention of wagons was caused by major breakdown in machinery or unfore- 
seen. causes like strike, power break-down etc. The cost of loading with the 
help of contractor is as much as Rs. 2°51 per tonne whereas departmental 
handling with a permanent loading plant would not have cost more than 65 
paise per tonne. The difference is large enough to reach the conclusion that 
even if a permanent coal handling plant at the cost of Rs. 24 lakhs had beon 
installed, as indicated in the first Project Report, the capital cost would have 
been, more than recouped from the savings that might have occurred on the 
present method of loading coal with the help of contractor. Undue optimism 
in regard to the schedule of completion of washery must be regarded as a 
possible reason why such a course was not adopted. 


16. The case of Kathara Project ilustrates many of the features which are 
found in a number of other N.C.D.C. collieries. Firstly, the difference between 
the geological data on which the project is based and the actual strata as found 
working conditions has considerably affected the sales and production from the 
project. Secondly, the project was developed without sufficient regard to the 
availability of market for the grade of coal expected to be produced—both 
steam and slack—and the transport facilities that were available. Subsequent 
experiexce in respect of the restriction imposed on production by the factors of 
sales and transport has led. to the adoption of working methods which did not 
provide for the best use of the men and machinery deployed on the projact. 


89 


Thirdly, maintenance arrangements for mechanised mines need considerably 
ereater attention. There are indications that apart from the restrictions caused 
by foreign exchange difficulties and the non-availability of spare parts, the 
attention given to repairs and maintenance of the machinery in use, was neither 
prompt nor adequate. 


17. Despite the production being considerably below the target, Kathara 
project has uae showing profits in most years except in 1964-65 when there 
was & loss because of less production. In 1966-67 again it suffered a small loss, 
In other years it has been making profits. But being a mechanised mine the 
profits would have been better if the marketing conditions were favourable, 
transport facilities readily available and if the equipment had been used to 
better advantage. Even with the present man-power and the production, the 
output per man-shift as reported by N.C.D.C. varies between 1-2 and 3-0 which 
is above the average for the industry and for the N.C.D.C., but for a mechanised 
opencast mine of this type, it should not be difficult to attain a much higher 
output per man-shift, as envisaged in the project report, viz., 4-84. The O.M.S, 
has more over declined from 3-0 in 1965-66 to 2-00 in 1967-68, 


18, It is likely that the problems of marketing of the Kathara coal will 
not have been solved by the establishment of the washery. In actual working, 
Kathara coal is now found to be of grade inferior. to what it was assumed to be 
in drawing up the three project reports. Consequently, the proportion of washed 
coal to other by-products is likely to be smaller. Moreover, the capital cost of 
Kathara washery itself has gone up owing to devaluation and larger import 
duties on imported equipment. Against an original estimate of Rs. 8 crores, 
the latest estimate of the capital cost of Kathara washery is Rs. 12 cores. Cost of 
washing coal is therefore likely to be much higher than the project estimate of 
Rs. 11-13 per tonne of washed coal: Washed coal from Kathara is to be supplied 
to Rourkela and Bhilai Steel Plants. The quantity that these two steel plants 
would take will depend necessarily on the progress of expansion of steel produc- 
tion of these two plants. Owing to the high washing costs at Kathara and the 
continued availability of raw cooking coal from certainprivate collieries, there 
may be difficult negotiations shead with the steel plants on the price to be paid 
for the washed. coal from Kathara. Large part of the middlings from Kathara 
washery are expected to be taken by the power house at Patratu. The Railways 
have all along shown great unwillingness in transporting Kathara coal to 
Patratu. However, in recent months, the Railways have been persuaded to 
provide the transport facilities from Kathara to Pataratu. The marketing of 
middlings from Kathara depends on the continuance of these facilities. Markets 
have yet to be found from the remaining part of the middlings, Owing to the 
quality of raw coal being inferior, it is likely that the quantity of middlings 
to be marketed will be greater than what has been hitherto assumed. There is 
as yet no definite linking as to the market for the middlings. 


19. If Kathara colliery is to produce at its optimum level it is necessary 
that the N.C.D.C. should now devote its attention, well in advance of the com- 
pletion of the washery, to the marketing problems referred to above. Unless 
these are satisfactorily solved, not only the working of the washery but also the 


working of the Kathara colliery will continue to be considerably below its 
gargeted levels, 


CHAPTER VI 


MECHANISATION AND PURCHASE OF EQUIPMENT 


The 11 State Collieries which were taken over by the National Coal De- 
velopment Corporation on its inauguration were in large part worked manually. 
The total equipment which was taken over at the time from these State Colli- 
eries is valued at Rs. 2-44 crores. The details of the valuation are not available. 
But the equipment includes the power plant, the coke oven (at Giridih), electric 
pumps and other equipments and plant including vehicles. Heavy earthmoving 
machinery was not operated by the Corporation at the two State Collieries 
of Kargali and Bokaro which were open-cast mines. The work of the overburden 
removal at these two quarries was entrusted to contractors. The coal cutting 
at the underground mines was mostly manual. 


2. The task of the Corporation during the Second Five Year Plan was to 
raise the production from the new mines by 10 million tonnes. Broadly, it was 
expected, that 4-2 million tonnes will come from underground mines and the 
balance from opencast quarries. 


3. Even though Project Reports were not ready, the senior technicians of 
the Corporation were relied on to prepare equipment lists, based on their general 
knowledge of the seam gradients likely to be encountered in the proposed mines. 
They prepared lists of conventional equipment required for underground mines 
and a considerable quantity of such equipment was ordered during the years 
1957 and 1958. Karly in 1958 a team of senior engineers of the N.C.D.C. visited 
the United States of America to study the working of trackless mining equip- 
ment, On their return, their recommendations were discussed in detail amongst 
the senior technical officers of the Corporation and certain number of items 
of machinery, which, it was thought, would be suitable for Indian condi- 
tions, was ordered in 1958. Similarly large quantity of conventional open-cast 
mining equipment had also been ordered during 1957 and 1958 when the 
project reports were still under-preparation. The value of these orders was 
approximately Rs. 12-6 crores, A part of this equipment was received in 1959 
and, put to use. 


4, Barly in 1959, a further review of the equipment needs of the N.C.D.C. 
was made, The approach adopted this time was somewhat different. A standard 
list was drawn up by the Planning Section of the N.C.D.C. for the equipment 
required for an underground incline with an output of +25 million tonnes per 
annum and it was proposed that equipment for 22 standard inclines be ordered. 
In preparing this list and forwarding it to the Government for its approval, 
the N.C.D.C. stated that the earlier lists had been drawn up rather hurriedly 
and without consulting the field officers. A further review had, therefore, been 
made and the revised lists prepared for the consideration of a Committee of 
Senior Technical Officers. The lists took into account orders already placed 
and. the balance to be ordered. A similar list was also prepared for opencast 
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mining machinery required for the developmental projects which were under- 
taken during the Second Five Year Plan. The open-cast mining equipment which 
had earlier been obtained from the U.S.A. including Army disposal and some 
purchased second hand from completed irrigation projects had been, taken into 
account in preparing this new indent. The lists were approved by the Beard of 
Directors on 13th May 1959 and the Government sanction was thereafter asked 


for. 


5. The Ministry raised some doubts as to the propriety of working out the 
“equipment needs of the projects in this way 1.e., without the pricr preparation 
of the project reports. They thought that while such master lists were useful 
as a rough and ready basis for checking up the detailed requirements, they 
could not serve as a firm pattern for purchase action, In his reply to this letter, 
the M.D., N.C.D.C. stated that most of the project reports had already been 
approved and as for others there was sufficient indication already as to the 
precise needs of the plant and machinery. He also urged that if the projects 
were to proceed as required by the scheduled dates, all the machinery as listed 
should be purchased and made available by June 1960; this was only possible 
if advance action was taken for the purchase. 


6. We have quoted this correspondence at some length indicating why 
a departure was made from the usual practice whereby a detailed project report 
is prepared before the lists of equipment are drawn up for the necessary purchase 
action, The detailed project report is expected to give a description of the 
proposed methods of working, the geological conditions, reserves available and 
the optimum rate of working those reserves the requirements of machinery 
can be correctly assessed and drawn up only after taking into account all these 
factors. On the other hand, considering the time factor involved, the fact that 
large part of machinery had to be imported from abroad and would have there- 
fore taken a much longer period of time to progure and be brought to the site, 
the N.C.D.C., thought it necessary to act the way it did if it was to meet the 
target of production by the prescribed dates, A further point supporting this 
argument is that certain types of mining equipment manufactured by well 
_ known machinery makers are in great part standardised, and even the project 
officers in working of the projects have necessarily to take into account the 
standard equipment that is normally available. However, prior preparation of 
the project reports would have given a better selection to meet particular needs, 
Tn specific cases mapufacturers would not have been averse to make some minor 
modifications, 


7. In the end, the procurement during the Second Plan was somewhat short 
of the quantities indicated in the standard list. But as only 17 inclines were 
undertaken for development, their needs could be met from these purchases. 


8. The Third Five Year Plan of the N.C.D.C. comprised of opening out 
urderground mines at 13 locations and to undertake opencast quarries in 8 
other places. Out of these, the coal mines at Banki and Surakachar and opencast 
quarry of Manikpur were to be undertaken with the U.S.S.R. collaboration 
and the underground mine at Sudamdih was to be taken up with Polish colla- 
boration. For these mines detailed project reports were drawn up. The agree- 
ments made with these countries required that the equipment for the mines 
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was to be purchased from those countries and the precise purchases were to be 
determined on the basis of project reports prepared by the foreign collabora- 
tors, 


9. In regard to other projects, for six mines orders were made before the 
project reports were ready. It was stated that the equipment so ordered 
was of type that would have eventually to be used and provided for in the 
project reports. Similarly for opencast mines, shovels and dumpers combination 
was proposed where the seams were thick and had steep gradients. Draglines 
were suggested for certair: projects where they would prove to be cheaper. The 
requirements were worked out after taking into account the fact that in Indian 
conditions the output of the equipment would besomewhat lower than that 
obtained in the foreign countries. In large part, all this equipment was however, 
purchased while the project reports were still under consideration. In other 
words, as in the case of the Second Plan projects, the N.C.D.C. wished to speed 
up the ordering of equipment even in advance of project preparation, with a 
view to be in a. position to achieve the targets of production. 


10, The present position of the major items of underground equipment as 
compared to the provision in the project report in projects which do not involve 
foreign collaboration is given in the statement at Annexure I. A similar state- 
ment is also prepared in regard to opencast machinery and is given in Annexure 
II. 


11. It would be noticed from the above two statements that in the aggre- 
gate the actual availability of equipments for the projects is less than what 
was indicated in the project reports. Even if we take into account the fact that 
at certain mines work has been suspended, the equipment as actually purchased 
is not in the aggregate more than what was needed for the target production 
from the mines where work has not been suspended, except in respect of draglines. 
There has been some re-deployment.of machinery consequent on the suspension 
of development and production of certain projects. Machinery and equipment 
meant for these projects were diverted to other projects under development. 
There are indeed some two or three cases where equpiment as now supplied 
is much more than what was shown to be required in the project repoit. But 
for a large number of mines, the equipment is not adequate to meet the target 
producticn from those projects. 


12. The above comparison is made on the basis of target production as 
expected in the project reports. However, we have scen that the actual produc- 
tion in, all these mines is far below the target. The actual production in 1966-67 
was 3-26 million tonnes or 39 per cent of the production target of the 14 under- 
ground mines mentioned in Annexure I. For the opencast mines, the production 
is only 5-17 million tonnes as against target of 20-73 million tonnes or 25 per 
cent. Therefore, for the actual level of production, the machinery and equipment 
is considerably in excess. One would not, of course, expect that the equipment 
needs of the project for actual production would bear the same proportion to 
the projected targeted requirements as the actual production with the target. 
To consider what the needs of the projects are for the production expected from 
them, it would be necessary to undertake a very detailed survey of the working 
conditions and the production potential of each mine and the kind of equipment 
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that is available for use. A large part of the equipment especially the earthmov- 
ing machinery at the opencast mines has been rendered unserviceable owing to 
indifferent maintenance, and non-availability of spare parts or surplus owing 
to unsuitable conditions. Therefore, it is not as if the equipment as indicated 
in the Annexure can actually be put to use in the respective projects. Considering 
the present state of the equipment, it is not possible to say that there is any 
large surpluses available for disposal at any of these mines, 


13. Indeed, performance of the equipment has in many cases been found to 
be of a much lower standard than what was expected in the project reports, 
When these projects were prepared and equipment selected, mechanisatior was 
in its infancy in the Indian coal mines and there was not sufficient experience 
i 1 running mechanised mines. Considerable reliance was therefore placed on the 
performance of such equipment in countries of their origin and to some extent 
on the performance figure as given by the manufacturer. Tn actual practice it 
was found ‘for various reasons such as unfavourable geological conditions, 
shortage of trained personnel and non-availability of essential spare parts which 
had all to be imported, that the performance of the equipment was considerably 
low. Even so, we have reason to believe that the performance cf some of these 
machines could be improved a great deal, if attention was given to the improve- 
ment of working conditions and maintenance. For this purpose, each project 
officer should be encouraged and required to study the working cf the machines, 
its potential and tc consider measures which would help in getting maximum 
possible output from it both in terms of time for which machines are employed 
and the output that can be secured from them. 


14. We have come across cases where machines have been purchased even 
though it did not require a great deal of knowledge to appreciate that they 
could pot be used in the conditions of mining obtaining in the country. 
We have obtained from the management of N.C.D.C. a list of machines which 
have been purchased and which cannot be utilised. The list includes many items; 
(Le amount spent cn these machines is in the neighbourhocd of Rs. 80 lakhs, 
It is interesting to know that the purchase of machines was approved, by 
several senior mining and excavation engineers at the headquarters of the 
N.C.D.C. The speed in development required advance action in purchase; 
int the speed does not necessarily mean that purchases should be made and 
oxpenditure incurred without due caution Such caution is not in evidence in 
making these purchases, A further point in regard to these purchases is that 
although these machines have now been found to be unusable, the attempts 
made for their disposal have been tardy and inadequate. 


15. Given the target of production and the tasks which the N.C.D.C. took 
upon itself, it did not have much option in the matter of mechanisation, It is 
only by the use of machinery that high rate of coal production could be achieved 
in new areas within a relatively short time. Having decided on mechanisation 
however, the N.C.D.C. should have undertaken all those preparatory arrange- 
ments that were needed to ensure the fullest possible value from the 1achines 
and equipment purchased at high costs. Considermg the lack of 
expert krowledge in this country on mechanised, mining, it would have been an 
advantage to get a few technical experts from abroad to assist in ensuring the 
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fullest possible use of the machinery. The lack of spare parts was indeed 
the one single reason repeated at almost all the coal mines that we visited. 
It has been responsible for the inadequate performance of the machines, Most 
of these spare parts are imported and with the difficulty that arose in providing 
adequate foreign exchange for these supplies from 1963 onwards, a large number 
of machines have remained out of use. We have not been able to obtain the 
information as to whether such foreign exchange as was released was fully utilis- 
ed. The position is particularly depressing in the case of dumpers. In specific 
instances, the dumpers could have been put te better use with less chance of 
breakdown, if the haulage roads were more suitable and arrangements for 
dumping of overburden were different from what they are in the projects. 
The foreign exchange availability having improved in the last two years, 
it should now be possible for the N.C.D.C. to ensure larger supplies of spare 
parts. With these and with the workshop capacity which the N.C.D.C. itself 
has built up, and which requires to be properly and fully operated, it should be 
possible te put back to work a large number of machines which are now awaiting 
overhaul and repairs and to get the best out of these machines. It is not possible 
for the Committee to examine the matter in greater detail. We suggest that a 
small group of competent engineers should examine the problem at each 
colliery, determine the quantity of equipment which car. be fully utilised at 
each colliery and to make effortsito ensure. that maintenance/repairs are 
undertaken quickly and completed promptly. 


16. Most of equipment in use is imported. It is only in the last few years 
that indigenous capacity is being developed at the public sector unit at Durgapure 
and in other factor'es, where requisite equipment both for quarries and under- 
ground mines can be produced. The progress however, is extremely slow. We 
reccmmend that sustained efforts should be made from now on to develop 
indigenous supplies and to reduce dependence on imported equipment and 
spare parts as early as possible. 
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CHAPTER VII 


PROJECT IMPLEMENTATION—CERTAIN QUESTIONABLE 
DECISIONS 


We have thus seen that there were a number of deficiencies in the planning 
and implementation of projects of the N.C.D.C. Many of these deficiencies may 
be attributed to the speed with which the N.C.D.C. was to achieve its tasks for 
fulfilling the development targets. For the Second Plan, while the overall 
target for achievement was fixed, it was some-time before the precise projects 
were determined and the project reports prepared. These were based on inade- 
quate data and consequently the quality of coal and the working conditions in 
these projects were found to be different from what had been assumed when 
preparing or sanctioning the projects. Several changes had therefore, to be 
made not only in the list of projects but also in the precise methods of working 
in several projects. To attain the requisite speed in fulfilling the target, mechani- 
sation was proposed although it had not been tried on such extensive scale in 
this country. In actual working, the projects were only partly mechanised and 
so the objective of high outputs and lower costs was not achieved. It may also 
be conceded that when these projects were taken up, the detailed technical 
project planning as we now know it, was'not generally practised in this country 
with the result that the methods of planning, undertaking and completion of 
projects were not systematised. Some of these deficiencies were evident even 
in respect of the Third Plan development. 


2. Even if some of these deficiencies are attributed to the lack of experience 
and. to the speed and haste with which the Corporation engaged itself in fulfilling 
its tasks, certain important decisions taken in the course of implementation of 
projects cannot be explained as attributable tio the need for the speedy attain- 
ment of the targets. We have referred in the last chapter to the expenditure of 
about Rs. 80 lakhs, on the purchase of equipment which has not been utilised, 
as it was not suitable to the working conditions in the mines in India. Some 
other such decisions are dealt with in greater detail in the following paragraphs. 


3. We have already referred to the decision which the Corporation seems 
to have taken some time before the end of December, 1960 to go all out during 
the subsequent three months to prove that N.C.D.C. had indeed attained the 
capacity of producing 13-5 million tonnes of coal per annum. During the year 
1960-61, the monthly production had risen from 466,000 tons in April, 1960 to 
657,900 tons in December, 1960. The despatches kept pace with this rate of 
production. The pit-head stocks at the end of December were 405,000 tons as 
compared tc 313,000 tons at the end of April. The production during January, 
1961 was 979,000 tons whereas the despatches remained unchanged at about 

600,000 tons. In February and March, 1961 the reported production was 1-1 
million tons and 1-3 million tons, respectively, whereas the despatches were 
591,000 tons and 674,000 tons. The large difference between production and 
despatches during these three months increased. the pithead stocks to the ne 
figure of 1-87 million tons at the end of March, 1961, 
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4. In our First Report, we have briefly referred to the imprudence of 
stepping up production when it was known that there was not the transport 
capacity to move all the coal produced from the pitheads. The dangers of 
producing coal significantly in excess of what can be despatched are well-known 
and it is not as if the N.C.D.C. management which had made this decision and 
the Ministry of Mines and Fuel which approved of it were unaware of these 
dangers. Firstly, there is the danger of loss by pilferage or by spontaneous 
combustion or by deterioration in quality as well as disintegration, resulting in 
larger production of slack. Secondly, as pointed out in our First Report, attempts 
were made by officials at some two or three collieries to misreport actual pro- 
duction, with a view to showing that they had reached the targets. In one 
project the dumper capacity which is the basis for calculating actual production 
was raised from 9-14 tonnes per trip to 11-5 tonnes per trip between January 
and March, 1961. In another place, coal exposed by overburden removed and 
blasted was sought to be regarded as part of production, even though it had 
not been moved from site. The fact that for the purpose of balance-sheet, 
production figures were re-adjusted having regard to the actual stocks as verified 
does not diminish the seriousness of this attempt to over-state production. In 
one place, the counting of blasted coal as part of production gave rise to the 
allegation that the large quantity of coal blasted and kept at site was the cause 
of spontaneous combustion which itivolved expenditure of about Rs. 46-9 lakhs 
in protective measures and the sealing of the mine for nearly a year which in 
tur meant a loss of profit of some 40 to. 50 lakhs of rupees. However, the 
Enquiry Committee of Senior Mining Engineers which went into this allegation 
found that the blasted coal was not the cause of fire, and the fire started in 
another small stock of coal which had been lying there for some months. The 
incident, however, illustrates the dangers involved in holding large pithead 
stocks for long periods. 


5. tis not as if these dangers were not known. In his letter to the Secretary 
of the Department of Mines and Fuel, the then M.D., N.C.D.C. wrote on the 
7th January, 1961 that a Member ofthe Planning Commission and its Adviser 
who had visited the collieries on the 2nd and 3rd of January, 1961 had express- 
ed to him their concern at the prospects of those large stocks of coal lying un- 
cleared for indefinite periods. The Planning Commission Adviser had indeed 
verbally suggested it to him after consulting the Railways and the Coal Con- 
troller, that the N.C.D.C. should restrict production in order to avoid unneces- 
sary accumulation of coal which in his view was a national waste. The object 
of this letter by the M.D. was to put forward his different point of view and to 
advise the Department of Mines and Fuel to oppose any such suggestion if it 
was officially repeated by the Planning Commission in Delhi. 


_ 6. In opposing the suggestion to restrict production at the time, the M.D, 
pointed out that “one of my principal difficulties in increasing the rate of pro- 
duction has been adverse psychological atmosphere which has existed all around 
us. We have been repeatedly told by the representatives of the private sector of 
the industry and by the press generally that we cannot possibly reach the tar- 
get..... All this had a demoralising affect on our workers........ They are all 
very keen now to vindicate the position of the Corporation and demonstrate by 
actual results that they can get very near the target if not reach it,,...Even if 
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there is a certain amount of national waste, I think the general atmosphere of 
confidence which the N.C.D.C. will create by reaching upto a level of about 
12 million tons will help the Corporation considerably in its work in future 
years, in the Third and the Fourth Five Year Plans’. 


7. The letter further adds “our mines are now highly mechanised and we 
have employed the required technical personnel at all levels from fitters and 
operators upwards, for the target production. By restricting production both 
the men and the machines, would beunder-employed. This is another form of 
national waste”. 


8. The letter ends by asking “since this was a very important matter of 
policy, Government should be informed to it.” He asked that “unless he heard 
from the Department to the countrary, he proposed that the production effort 
would continue to be built up”’. 


9. The Department of Mines and Fuel in its reply of the 12th January, 
1961 agreed that the production should not be restricted deliberately, that 
efforts should be made to reach the target to the maximum extent possible; and 
that in the absence of transport, “coal may continue to be stacked at the pit- 
heads”’. 


10. It would thus appear that both the..N.C.D.C. management and the 
Department of Mines and Fuel took the deliberate decision to push up the pro- 
duction irrespective of the transport facilities available for removing the coal 
from pitheads. The decision seems to have been taken with a view to counter- 
acting adverse propaganda in the Press and by the private sector of the 
industry. 

11. From the commercial and) industrial point of view, this was not a 
prudent decision. It involved national waste. The argument that under-employ- 
ment of staff and machinery was also another form of national waste cannot 
justify the decision. It: staff and machinery was under-employed, the proper 
course was to make adjustments in them, or if it was for a temporary period, 
to accept the fact, and not employ them on unwanted production. Immediately 
after this period, the N.C.D.C. had to take deliberate measures to reduce pro- 
duction during 1951-62, in order to clear the large accumulation of pit-head 
stocks. The plant, machinery and man-power thus remained under-employed 
“any way for a much longer period after this artificial rise in production. Addi- 
tionally some of the measures which the local officers of the N.C.D.C. would 

have taken to ‘prove’ their project capacity possibly had a longer term effect. 
It is possible that excessive manpower was employed during this period, which 
it was difficult later to reduce. It 1s equally possible that maintenance of machines 
was neglected during this period. This large artificial increase in production 
could not have been achieved without sacrificing maintenance or utilising 
machines where they could not be suitably employed. In specific projects 
where machines could not be used, the project officers would have engaged 
additional manpower for manual execution of part of their work. It is well- 
known that additional manpower once employed cannot be easily reduced. Thus 
from many points of view, the decision to reach this target merely to prove its 
capacity during this last quarter of 1960-61 must be regarded as unbusiness- 
like and detrimental to the commercial and industrial interest of the Corporation. 
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12. The Managing Director of the N.C.D.C. who strongly defended the 
production effort on the 7th of January, 1961 and called for the support of the 
Ministry for his action and received this support, had to alter his view in about 
ten weeks’ time. By 18th of March, 1961, it became clearto him that a down- 
ward revision of the production programme was inevitable. In his letter to the 
Secretary of the Department of Mines and Fuel on that date the M.D. write 
“we cannot afford to go on with the present rate of production and continue 
to add to our stocks. In many collieries there is a sheer lack of stacking space. 
Even more important is that summer having set in with the rains to follow, 
there is a distinct danger of the coal stocks catching fire*. Every precaution is 
being taken against this, Pipe-lines have been laid to sprinkle the stock with 
water, trenches have been cut to avoid large heap at one particular place, We are 
also trying to plaster the stocks with mud to avoid air getting into it. Never- 
theless, in some collieries these heaps are as high as 60’ to 70’ and the danger of 
fire cannot be ruled out. Coal deteriorates with exposure”. For these reasons, 
the M.D. reluctantly came to the conclusion that reduction of the rate of pro- 
duction was inevitable: Some of the undersirable aspects of raising coal sub- 
stantially in excess of the rate of despatches have been mentioned in this letter 
itself. He pointed out that: 


(t) The tempo of production was difficult to be built up. It required a 

; good deal of effort on the ‘part of field officers to build up the psy- 
chological atmosphere te gain maximum output. This atmosphere 
would receive a set-back when the rate of production was redtced 
and would have to be built up again when increase of production 
was required. 


(%) The mines were equipped for target production. A good deal of 
machinery and equipment could not be diverted to any other use and 
remained under-employed. The excavating machinery of opencast 
mines could be shifted to the removal of overburden but as back- 
filling was not possible without extraction of coal, the cost of removal 
of overburden would be greater. 


(tt) Men had been employed, both skilled and unskilled, for the target 
production. No large retrenchment was practicable and in the case 
of skilled operators, it was not desirable. Consequently lower rate 
of production would mean under-employment and higher costs. 


(ww) Coal dumped on the ground would have to be rehandled, thus in- 
volving additional expenditure. The M.D. thought that all these 
factors would raise the cost of production as much as Rs. 5 per ton 
and the profit of the Corporation would correspondingly be reduced. 


13. If these considerations which influenced the mind of the M.D. and the 
Ministry and Board of Directors in March, 1961 had occurred to them only ten 
weeks or three months earlier, much of the waste which had then taken place 
and which had had some longer term effects on the N.C.D.C.’s working would 
have been obviated. 


* A fire did break out in Kurasia colliery in May, 1961 resutting in the slosure of the mine 
for over a year, 





102 


14. The M.D.’s letter of the 18th March, 1961 was examined at an inter- 
departmental meeting in Delhi on the 22nd March 1961. The meeting came to 
the conclusion that there was no need to cut down production in the outlying 
areas at Korba, Kurasia, Talcher, Doulbera and South Balanda. The Railway 
representatives assured that Railways would move in the ensuing months all 
the coal in stock and all the coal which might be produced at those collieries. 
The details were to be discussed between the Ministry of Mines and Metals and 
the Railway Board. The meeting agreed, however, that there was no option 
but to reduce the rate of production of the Karanpura Collieries inciuving 
Kathera and that the transport capacity should be planned and improved for 
greater off-take of coal from Bengal-Bihar areas. 


15. These decisions further demonstrate that in 1961, the view generally 
held was that there was still a large unsatisfied demand for coal and the diffi- 
culties were mainly those pertaining to transport. 


16. The production during 1961-62 continued to remain at the lower level 
as was stipulated in the M.D.’s proposal of 18th March, 1961. 


17. The total production in the year was 6-3 million tonnes as planned 
for in those proposals. The monthly production was of the order of 500,000 tons. 
Even with this smaller production, certain collieries still continued to have 
large stocks. The promise cf better transport facilities apparently did not 
materialise. By the beginning of 1962-63 the pithead stocks had, however, come 
down to 0°64 million tonnes. 


18. It would appear that by the end of 1962-63 the transport bottleneck 
had eased. Nevertheless, the demand for coal did not show any significant rise. 
As early as March, 1963, the then Minister of Mines and Fuel expressed concern 
as to the absence of increase in demand for coal according to expectation. He 
noted that the position of coal had eased so much at major consumer-points 
that there was practically no problem in this connection. The Minister asked the 
Department to investigate this sudden turn in the position of supply of coal. He 
had first thought of setting up an Enquiry Committee to go into the matter 
but agreed that the investigation could be made by the Department itself, 


19. A detailed investigation followed and it was found that for various 
reasons, the Third Plan demands would not be as high as 97 million tons. The 
detailed questioning of various industrial authorities led to the conclusion 
that the 1965-66 demand would be of the order of about 90 million tons. Work- 
ing on somewhat different basis, the Department of Economic and Defence 
Co-ordination also came to the conclusion that the Third Plan target for coal 
would not be more than 90 million tons. In several of the monthly reports of the 
M.D. of N.C.D.C. the difficulties of selling coal, specially from the outlying 
areas of Madhya Pradesh and Orissa were emphasised. While detailed reasons 
were not given, the M.D., N.C.D.C. also came to the conclusion that it was 
unlikely that the cozl demand would become as high as 97 million tons in the 
final year of the Third Plan. 


20. Another exercise made with a view to ascertaining the progress of 
various development projects also led to the conclusion that the N.C.D.C. 
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target of 30 million tons in the final year of the Third Plan would not be achiev- 
ed for various reasons. The main factors which had delayed the development 
of the sanctioned projects and the achievement of these targets were lack of 
foreign exchange, accounting for a delay or deferment of projects, having the 
target of 5 million tons of coal, shortfall of another 1 million tons on account 
of delays in the commissioning of the power plants which were to be supplied 
coal by N.C.D.C. mines, and the further 1-5 million tons on account of transport 
not being fully adjusted to production. It was thus expected that the shortfall 
in targets would be of the order of 8 million tons. This assessment was reported 
to the Ministry of Mines and Metals on 31-5-1963. 


21. The question was considered by the Ministry as to whether any down 
ward revision of targets or review of projects was necessary. The conclusion 
was that the lull in demand might well be temporary. In its letter dated 17-7-63, 
the Ministry informed the N.C.D.C. that the latter should at least stick to the 
reduced development target of 22:45 million tons. The letter states “your 
view is that the demand of coal is not likely to come up to 97 million tons as it 
would mean an increase by about 60 per cent over the current level of produc- 
tion. On other occasions, too, you had advocated the pruning down of the 
target. The private sector has also expressed concern about the slackening 
tempo of demand, but were opposed to curtailing its development plans already 
initiated as it would mean locking up of a considerable amount of capital 
already invested. Our view is that it is premature to think of reducing the target 
because the present slackening tempo of the demand may only be a temporary 
phase’. 


22. In reply to this letter, the M.D. assured, ‘while I have no intention at 
all to slow down deliberately the pace of development, it would be highly 
unrealistic on my part to give rise to the expectation that the full Third Plan 
target is likely to be achieved. Some shortfall will arise because the foreign 
exchange is not readily available. A further shortfall will arise because either 
transport is not available or the demand does not exist. These difficulties I can 
overcome but only by the very wasteful-method of producing coal which will 
remain indefinitely at the pitheads’’. 


23. In a further letter to the N.C.D.C. dated the 16th January, 1964, the 
Ministry of Mines and Metals asked ‘“‘we note the Corporation expects to pro- 
duce at the end of the Third Plan 22-45 million tons. I am to request that the 
Corporation should endeavour to stick atleast to this revised schedule and 
ensure that production capacity is developed according to the targets so that 
production to the desired level can be stepped up at a short notice. I am to 
request that the question should be reviewed half yearly’’. 


24, These letters have been quoted at some length as they seem to provide 
the thinking at the time and the apparent justification for the decision that was 
taken by the N.C.D.C. in November, 1963 to go ahead with the civil construc- 
tion programme in a number of collieries. Tenders had been invited for residen- 
tial accommodation and other accommodation, townships, water supply and 
other measures for the development of new collieries particularly in Madhya 
Pradesh area. These tenders came to be considered in October, 1963. After 
an internal discussion, it was proposed that contracts valued in the aggregate, 
at 2-6 crores of rupees be made for the execution of these civil works, 
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25. While original papers are not traceable in the N.C.D.C. office we have 
seen copies of notes which were put up by the Financial Controller on 19-10-63 
to the M.D. suggesting that in view of the prevailing slump in demand, the 
civil construction programmes might be restricted. The Financial Controller 
referred to the considerable surplus capacity which existed at Kurasia, Korea 
and Birampur and suggested that the capital outlay programme in respect of 
4 new collieries in Madhya Pradesh be rephased. His concrete suggestion was 
that the Corporation should not have any elaborate capital outlay on machinery 
and equipment or housing until it became evident that within a year or so the 
production was expected to reach within the reasonable limits of the targets. 
In regard to the housing programme, he considered that the residential quar- 
ters totalling to 200 units per mine should be sufficient in the first place. He also 
stated that other senior officers of the N.C.D.C. had also expressed similar 
views. 


26. The M. D. considered this note on his return from a foreign tour towards 
the end of October, 1963. He did not agree with the general proposition that 
the construction programme should be slowed down because of the slump in the 
market of coal. He pointed out that there was aclear instruction from the 
Government that development work should not be slowed down on account 
of the slump. The original housing programme was thereupon put up for sanc- 
tion with some smal} modification and was approved by the Board of Directors 
on the 12th November, 1963. 


27. The main point of our mentioning this particular decision is that even 
before this decision was taken some senior officers of the N.C.D.C. and more 
particularly the Financial Controller had expressed the view that this larg. 
construction programme might well turn out to be infructuous and caution 
was advised. While some civil construction is inevitable near collieriesin order 
to provide accommodation for staff and workers, specially in areas which are 
located away from places where such accommodation can otherwise be provi- 
ded the wisdom of providing all the accommodation right from the time of 
taking up the project is atleast questionable and would require serious thought 
as to its necessity. The note of the Financial Controller had pointed out how in 
Giridih and South Balanda, quarters built had been found to be surplus to the 
needs of the workers and staff engaged at these collieries. It could not have 
been unkown that ordinarily the development of a colliery took a much longer 
period than the completion of the civil works providing residential and other 
facilities. There was therefore no need. to rush with this large programme and 
the more cautious proposals made by the Financial Controller could have met 
the needs. We do not object to N.C.D.C. as a good employer providing reasonable 
accommodation to its staff and workers and in this respect we are impressed with 
the fact that compared to the private sector collieries the N.C.D.C. has main- 
tained high standards in providing accommodation, water supply, electricity 
roads and. other amenities and conveniences to its employees. Nevertheless, a 
large amount of expenditure has been incurred on this civil works programme 
and quarters built have remained unoccupied, thus rendering the expenditure 
instructuous. We are also doubtful whether in interpreting the Government 
instruction that the tempo of development should not be slowed down, it was 
correct to equate the programme of development to the programme of civil 
works under taken for providing residential accommodation and other amenities, 
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28. The imprudence of this decision becomes quite evident when it is reali- 
sed that within a period of not more than 3 to 4 months of the order of issue of 
the contracts for these programmes, the N.C.D.C. itself undertook to reverse 
the process, The new M.D. took charge on the 6th March, 1964 and at the end 
of that month, at a headquarters meeting of the senior officers, it was decided to 
halt the civil works programmes and to limit it to the mmimum possible 
scale, Instructions went out to the effect that the contractors be asked to limit 
construction work to the buildings which had already made certain progress 
and to measure the material brou~ht to site with a view to enable the head- 
quarters to renegotiate the contracts. A Committee comprised of Financial 
Controller, the Civil Engineer and another Civil works officer at the Head- 
quarters entered into a series of discussions with the works contractors with 
a view to curtailing the programmes, and the overall programme was brought 
down from about Rs. 2°6 crores to about Rs. 1:6 crores as a result of these re- 
negotiations. We have not examined in detail as to whethter the strict instruc- 
tions which had been issued for a heavy curtailment of the programmes on the 
31st March, 1964, were fully carried out. We assume that these matters would 
have received attention by the Committee which renegotiated the con- 
tracts. 


29. In reordering the programme: of civil construction, the then Managing 
Director recorded in a note on 4-4-64, ‘these decisions had to be taken in order 
to avoid the possibility of large number of buildings remaining un-utilised, 
doors, and windows being stolen and unauthorised occupants getting into it. 
The curtailment does not affect the essential development programme which 
the N.C.D.C. is expected to carry out. The current coal situation and the need 
for keeping production in tune with demand have forced these decisions. The 
efficiency of an organisation depends on its resilience to meet changing condi- 
tions in a dynamic society and it is in the context of the present situation that 
unanimous decisions as incorporated in the minutes in the note had to be taken 
by all the top officials of the N.C.D.C.” We cannot, after all these years, judge 
why these thoughts could not have occurred to persons who approved of the 
large civil construction programme only three or four months earlier. 


30. The slump in the demand for coal from these outlying areas continu d 
during 1964-65 and 1965-66. During these years , as many as 7 different coal 
mine projects were closed down. An expenditure of about *Rs. 3-5 crores (as 
per N.C.D.C.’s capital budget statement for 1968-69) incurred on these mines 
has thus remained unproductive. Even in respect of mines now working, there 
are large surpluses of residential quarters. The inference from all these is that 
there has bee: excessive utilisation of funds in the provision of residential 
accommodation and other amenities. At some projects it is likely that some 
quarters may remain vacant and surplus, even on the attainment of target 
production. This is likely to be the case where there was under assessment as to 
the proportion of persons who would be locally recruited. According to the 
informaticn given to us, the number of quarters now remaining vacant in 
various areas is about 2,849 with an approximate capital cost of Rs, 1-65 crores. 








*Initial expenditure incurred on these mines was Res. 6 crores, but after crediting the cost 
of machinory transferred to other projects the net capital cost is now estimated at Ba. 3-5 
crores, 
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31. We are aware that in the matter of providing township residential 
accommodation etc., the thinking at the Gcvernment level was somewhat 
differert in the earlier years of planned development as compared to what it is 
now. Large townships have come up as part of the public sector undertakings 
involving a capital burden on these projects. The incidence of this burden is 
inevitably reflected in the cost of production of these projects. It is, therefore, 
important that this kind of expenditure should be kept within strict limits. 
Economics should be ebserved not cnly as to the number of quarters to be 
built, but also as to the specifications and seales of accommodation ard the 
general layout of the townships. It is true that in the outlying coalfields and 
other projects it is necessary to previde from the outset accommodation for a 
certain number of people and to provide certain minimum amenities of life 
including some moderate welfare measures. The right course would be to keep 
all these provisicns at the minimum tc begin with and to increase the amenities 
as the project is commissioned and begins to earn profits. The Bureau of Public 
Enterprises has examined the matter and issued certain instructions to the 
project authorities. There would be a considerable improvement in the eco- 
nomics of the public sector undertakings if these instructions were adhered to. 


Ancther questionable decision rélates\to the construction of Gidi Washery. 
Details of this decision are referred te in Chapter XXI. 


CHAPTER VIII 


OVER-CAPITALISATION 


Over-capitalisation is a relative term. It assumes that there is some standard 
capital cost per unit of production. In industrial units such as the textile mills, 
it 18 customary to estimate capital cost at so much per spindle or so much per 
loom. The cost that may be incurred in installing the entire textile machinery 
to support the production of each loom or of each spindle is taken into account 
in order to work out this norm of capital cost. Similarly in other industries, 
capital cost is often referred to as a certain amount of capital value per unit 
of production. It is possible to set down such a norm for industrial projects 
especially where the methods of production are more or less standardised. The 
over or under-capitalisation of a given plant can then be judged by referring to 
these norms. Even in industrial concerns, however, with the advance of techno- 
logy these norms keep on changing. New processes are found which are more 

capital-intensive, involving more elaborate plant and machinery to manufacture 
the same product. What is spent on the costlier plant and more elaborate 
machinery is more than recouped by the recurring savings in operational ex- 
penses, either because certain processes which were earlier carried out manually 
are now subject to some automatic processes-or because the new machinery 
gives a higher rate of production per employee or per unit of time. Iigher capital 
costs resulting from improved technology cannot be termed over-capitalisation. 
Thus, even in an industrial project where processes are standardised, there may 
be difficulties in maintaining any suitable norm to judge the over-capitalisation 
or otherwise of any given plant. 


2. In regard to the coal mines, the position is even more difficult. Generally, 
each mine presents development problems of its own. The coal reserves may be 
of different magnitudes and at different depths from the surface. Some deposits 
may be so easily accessible that no elaborate machinery or development is 
needed for its extraction. A large number of coal mining units in India are 
manually worked, or use very little mechanical equipment. In their case, the 
capital requirements would indeed be very moderate. On the other hand, 
where coal has to be mired at greater depths, considerable development expen- 
diture has to be incurred to get to the coal surface either by inclines or deep and 
shafts and all such initial development expenditure becomes part of capital cost, 
of the project. Even in respect of this development expenditure, its quantum 
may differ not only with the depth to which development has to take place 
before extraction can begin, but also with the roof conditions, the geological 
strata, the regularity and gradient of the seam, and a number of other factors. 
Then there is the question of mechanisation. If high speed machinery is utilised, 
obviously the capital cost of the project would be large. On the other hand, if 
the production can be maintained at the speed for which the machinery is 
designed, the saving in unit operating cost could more than recompense for the 
higher capital charges. Considering the variety of ways in which coal is mined, 
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the different geological and other working conditions of each mine, the depth 
and the mineable reserves of coal deposits, it is very difficult to lay down any 
standards for determining in specific terms the capital cost of a given quantum 
of production, 


3. One other peint which often arises in determining the capital cost of 
the coal mine may also be mentioned. In many projects, coal becomes available 
for extraction and sale even when the mine is under development. The cost 
of mining such coal is debited to the capital account and the sale proceeds are 
credited. The resulting loss or profit thus gets reflected in the capital cost of the. 
project. It is important, therefore, to determine precisely when the mine should 
be brought on to the revenue account. 1t is not possible to lay down any hard 
and fast rule ir: this respect and the stage at which the mine should be brought 
on to the revenie account should be determined more on the basis of the factors 
applicable to particular projects. The problem has becn referred to in our 
First Report and we have suggested that in each case, the position should be 
reviewed periodically. The dat. from which the projects are to be put on the 
revenue account should first be projected in the project report itself and second- 
ly, reviewed from time to time in the light of the progress of and experience in 
each project. 


4, Considering the difficulty of sctting:any standards for judging the 
capital cost of a coal mining project, the only way to consider whether a pro- 
ject is over-capitalised or net, is to compare its actual capital costs with the 
capital costs as estimated in the preject repurt. Such a comparison is possible 
if the project costs have been properly estimated, its working plans drawn up 
and evaluated and its various components fully reflected in the project estima- 
tes. We have seen how, especially.in the Second Plan period, the projects of the 
N.C.D.C. were prepared hurriedly and in a sketchy manner. The geological 
data on which the project estimates were drawn up were not found to be satis- 
factory in the course of actual working of the project. Several departures had 
been made frcm the project reports. Eve in respect of opencast mines, the 
development work in the project did not proceed in accordance with what was 
contained in the preje.t report. Plant and machinery was parchased in bulk 
and without reference to the specific needs of the project as set down in the 
project report, The subsequent deployment of plant and machinery did not 
again strictly follow the contents of the project report. New plant and equip- 
ment was diverted from one project to another in order to meet any emergent 
need for the equipment in the latter project either in order to maintain requisite 
production o1 to replace some worn-out equipment or plant under repair. In 
some cases, equipment was obtained for projects which for other reasons had 
to be abandoned and this equipment was then diverted to other projects. It is 
not suggested that these diversions of plant and equipment from one project 
to ancther were made without sufficieut thought, although it is possible that 
there may be specific instances of machinery having been diverted without full 
consideration. The fact remains, that in view of such departures and diversions 
from the original project, the project estimates themselves have not remained 
firm bases of comparison. A comparison of the project estimates with the actual 
expenditure incurred is not, therefore, meaningful nor does it provide suitable 
guidance to determine whether there has been over-capitalisation in any case. 
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5. The same conclusion arises from the fact that certain projects which 
were to be fully machanised are now for other resons only partly mechanised. 
In underground mines, in particular, it was expected that suitable loading and 
conveyor arrangements would be installed. In many cases, because of the 
unsuitable gradient of the incline, conditions of roof and geological faults, the 
mechanical system of handling was abandoned. This change involved a substan- 
tial increase in the complement of workers, the corresponding machinery re- 
maining idle. Once manual prccesses were resorted to, it was not altogether 
easy to revert to mechanised process by reducing or retrenching labour. 


6, Apart from these difficulties of determining whether a project is over- 
capitalised or not, a periodic comparison of project costs with capital costs in- 
curred and of the progress of development, is in itself very important to secure 
a more effective control and review on the development of the project. The 
varicus departures which have been made from the project report, might have 
been inescapable. Nevertheless. these have had the effect of weakening the 
management control over the capital costs of the project. Project reports and 
project estimates are instruments for ensuring management control on the 
developmental costs and on the progress of the capital works of the project. It 
is necessary to ensure that these instruments are avilable tc the management 
and are made fully effective. We consider that for each developmental project 
there should be the fullest possible data made available for the purpose of plan- 
ning, detailed working plan should be drawn and time schedule established for 
each major item of works and the project officer required to adhere to the 
working details in his development programme. Any difficulties that may arise 
in actual execution, involving departures from the estimates should receive 
joint consideration both by the project and the planning authorities and be 
resolved on the basis of ensuring the economic execution of the development 
. programme and the economic working of the collieries thereafter. Procedures 
should be laid down for the submission of progress reviews, periodical re- 
examination of the project by the planning and the project authorities and for 
ensuring that major departures are made only with the sanction of the authority 
responsible for watching the progress of the project. Financial concurrence 
should be necessary for such departures. Many such departures may even in- 
volve reference to the Board of Directors and also possibly to the Central Gov- 
ernment, especially where the departures have the offect of making significant 
changes in the capital costs and the production, costs of the projects, 


7. We are of the opinion that currently the Planning Section at the head- 
quarters which should carry out all these functions is weak and needs to be 
strengthened and put in a position of effective control over the progress of the 
developmental project, in its administrative and financial aspects. 


8. In respect of the projects which have already baen developed during the 
last 10 years or more, the time has come when their project details sand project 
estimates are re-examined. We recommend that there should be one or more 
teams of technical experts made available to the Planning Section to go round to 
each project, consider the changes and the departures that had been made from 
the original project, reviewing the production potential in the light of probable 
sales and transport facilities available to the project, the method of working 
and. the operation cost, set dewn the tasks for improving productivity and 
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recast the project estimates in the light of all these considerations, The team 
should comprise of financial and technical officers of adequate seniority. They 
would have to consult the Sales Office as well as the Project Officers in the field. 
The A.G.M. should also be a member of the team. Revised project reports so 
prepared would then become a suitable point of reference for ensuring manage- 
ment control on costs and progress of development. 


9, While it is not possible to determine in precise terms. whether there 
has been any over-capitalisation in the N.C.D.C., there is evidence to show 
that on certain parts of its investments, the expenditure incurred could have 
been less, A detailed analysis of the capital costs is, therefore, undertaken in the 
next chapter. 


CHAPTER IX 
CAPITAL OUTLAY ANALYSED 


According to the information furnished to us, the break-up of N.C.D.C, 
investment as on 31-3-67 is as follows :-— 


(figures in crores of rupees) 


Land a ee se oe es 2°68 
Buildings ea se “s we 22-93 
Plant and Machinery including in transit, in stores and ad- 
vances for plant and machinery ws a -»  *78°28 
Wagons and locomotives sie oe oe on 0°34 
Furniture and Fittings me ee ed «o 0°65 
Railway sidings ee ee ee i 4°83 
Vehicles a st re ae 1°74 
Prospecting and boring A * ea pe 8°87 
Development : ; 
(a) Capital outlay in mines Lee oi ee 6-03 
(b) Roads and Culverts +7 oo wa Gs 2-09 
(c) Water supply ak as a s 1-99 
(d) Others a ai oe ae 24-80 
Investment in Korba Partnership 4. ee oe 2°24 
157-47 


The following comments may be made on each of the sbove heads of in- 
vestment. 

Land— 

2. Mining rights were acquired in terms of the legislation passed in 
1957 enabling Central Government to acquire coal bearing properties and 
vest them in the N.C.D.C. This Act was challenged by the Government of 
West Bengal; in December, 1962, the Supreme’ Court upheld the validity of the 
Act. It is understood that 6,13,292 acres of land have been notified under 
section 4 of the Act of which 1,04,374 scres have been acquired and 43,466 
acres are being worked. Notification under section 4 merely indicates the 





Rs. 
: (Crores) 
*Plant and machinery in stores =... we as e ‘me 18-14 
Plant and machinery in transit 7 ve Si - ‘acs 0-38 
” . xy ee 10- 59 


Advances for plant, machinery and stores ., a6 
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intention to acquire but it does not oblige the Government to pay any compensa-~ 
tion until the mining rights on the land wre acquired. Therefore, the capital 
cost represents the value of land actually aquired. Some 40% of this area is 
now covered by projects in operation or under development. The expenditure 
incurred on the remaining 60% would become productive only as further mines 
are opened. In the meantime, the land is believed to be in agricultural use, 
where possible, being leased out for such purposes on annual leases. In any 
large venture like N.C.D.C. there is bound to be a difference between the land 
actually acquired and the land actually put to use; but to the extent of this excess 
certain amount of capital funds remain locked and yield very little return. 
Considering that these other areas may have to be brought under production 
over a period of time, there would not seem to be any case for disposing of this 
excess and release the capital locked in its purchase. 

Buildings— 

3. The second important head is ‘Buildings’, on which about Rs. 23 
crores have been spent till the end of 1967. Some parts of these build- 
ings were put up for the projects which were taken up for development during 
the Third Five Year Plar, but later due to difficulty in finding markets, they 
were kept in abeyance. The total capital expenditure incurred on these seven 
projects is of the order of Rs. 6-7 crores, inclusive of plant and machinery since 
transferred to other collieries. - After taking credit for the cost of machinery 
transferred, cost of fixed assets at the collieries is Rs. 3-5 crores. In addition 
to the capital expenditure incurred, the care and maintenance of these capital 
assets involves recurring expenditure. In 1966-67 such expenditure was about 
Rs. 9 lakhs, which tcgether with depreciation and interest of Rs. 46 lakhs 
amounted to Rs. 55 lakhs which was written off in the accounts. Till 1965-66, 
all the recurring expenditure was capitalised, thus adding to the capital costs of 
these projects. In the accounts of 1966-67, however, the entire expenditure 
amount has been written off in the profit and loss account of the corporation. 
This accounting procedure has had the effect of increasing the balance sheet 
losses of the Corporation for 1966-67; on.the other hand it has the effect of 
relieving the burden of capital charge on the projects concerned. 

4. A large number of the buildings on which this expenditure is meurred 
is in residential colonies at various project sites. While in respect of the sus- 
pended projects, all these residential buildings have remained vacant and 
surplus to the current needs, in certain other projects too, a significant number of 
residential buildings has remaired unoccupied and surplus to the current noeds 
of the Corporation. In a few places, they have been made over to certain Govern- 
ment departments for their use. According to the report furnished to us by the 
N.C.D.C. headquarters, out of about 25,645 quarters built, 2,840 are lying 
vacant. These again represent capital locked up in assets which have no current 
productive use. In these figures of surplus, 1,665 quarters are in respect of 
projects which have been kept in abeyance. - 

5, The N.C.D.C. is entitled to receive a housing subsidy in respect of miners’ 
quarters from the Coal Mines Welfare Fund. According to the estimates, 
furnished tq us, the total amount of subsidy which N.C.D.C. can claim is Rs. 7 
crores. So far, Rs. 3-06 exores has been claimed and Rs. 1-89 crores realised 
Here again, until the claims are paid, investment funds have remained locked up 
More energetic attempts should be made to make these claims and realise them. 
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6. Development of residential colonies and townships was an essential part 
of the developnient projects, The approach of the N.C.D.C. to this part of the 
development appears to have been to undertake and complete these works 
speedily. Civil works contracts were made, more or less soon after the projects 
were approved. Insofar as the development of mines took a much longer time 
than the completion cf these civil works, the expenditure incurred on the latter 
remained unproductive. Where workivg conditions in the mines were found 
to be different from what was assumed in the project reports, changes had to be 
made in the methods of working in the mines. In some cases, the targets of 
production had to be reduced. In some other cases, owing to the delays that 
have occurred in promoting sales and providing transport facilities, the produc- 
tion has remained restricted. In some projects, there seems to have been an 
under-estimation of local staff and labour who could make their own residential 
arrangements. Some quarters have, cosequently remained vacant and sur- 
plus. In all such cases, the completion of civil works to the targeted capacity 
has resulted in a surplus of quarters and residential facilities as compared. to the 
current needs. It would have been more prudent if the civil works had been 
staggered and developed on a phased programme, along with the development 
of production ir the colliery. 


7. The problem is not peculiar to N.C.D.C. In 1963, the Estimates Com- 
mittee of the Parliament had already drawn the attention of the Government 
of India to the large amounts spent on residential colonies and townships in — 
various public sector projects. It is believed that, os a result of this criticiam, 
the present pelicies are to restrict such construction work tc the minimum at 
the outset, leaving it to the project authorities to add to the residential and 
other facilities as the project becomes productive and begins to earn profits, 
This would be the right approach for providing these facilities. 


8, Here, as an incidental point, it may be mentioned that the provision of 
residential facilities and townships involves burden on the public sector under- 
takings, the like of which is not to be found in most of the private sector pro- 
jects. We have come across instances where N.C.D.C. has built excellent roads 
and other means of communication in their townships, whereas in the neigh- 
bouring private sestor collieries, the reads were not serviceable, housing was in- 
adequate and the bazar and other facilities were of a very elementay character, 


9. We have not examined if the cost of construction was reasonable, nor 
have we goxe into the details of the specifications and the standards adopted 
for putting up this building work. It is important that in their specifications, 
such buildings should provide standards which would ensure that the life of 
buildings as corstructed corresponds with the life of the colliery. If the build- 
ings are constructed to last for a much longer period than the life of the colliery, 
obviously, the capital expenditure incurred on them. would involve the Corpora- 
tion in losses. Life of the buildings should, therefore, correspond, a8 pearly 
as may be, to the life of the colliery itself. 


10. Elsewhere, we have suggested that there should be special teams set 
up by the N.C.D.C. to re-examine each of the projects, its cost of development 
and its working. We suggest that these panels should also examine whether 
and to what extent civil works at each of the projects ere quantitatively 
and qualitatively in excess of the needs of the projects. 


Jia 


Machinery—- 

11. We have already come to the conclusion that in the aggregate, the 
plant and machinery ordered for the opencast and underground mines 
was not in excess of what was stipulated in the project reports. There has 
thus been no over-ordering of plant and machinery for the targeted production. 
Tn fact, in some respects the orde1s were substantially below what was required 
by the projects. This was specially so in respect of dumpers. Insofar as the 
dumpers required in opencast: mines work in combination with shovels, the 
provision may be said to have been unbalanced. The significance of this com- 
ment may be clear when it is realised that a large number of these dumpers 
have suffered untimely break-down, rendering greater indleness in shovel 
capacity. 

12, Plant and machinery were ordered for projects which were suspended 
in 1964, Such plant has then been made available ic other projects. Similarly 
plart and machinery meant for one project has cften been diverted to the needs 
of other projects. Consequently, as a result of all this redeployment of plant 
and machinery, for a certain number of projects machinery now allocated isin 
excess of their needs as provided in their respective project reports. Such 
excess, unless it can be justified on the needs of production, would seem to 
constitute over-capitalisation for these projects. The extent of the surplus 
can be determined only after the project reports themselves have been reviewed 
taking into account the working conditions and other factors at each of the pro- 

jects. 

13. We have also referred earlier to unsuitable machinery having been 
purchased. Several items of equipment were ordered which were found to be 
unsuitable for conditions of work in this country and have not been used at all 
or used for purposes not intended, such as the coal haulers now used as water 
carriers. The estimated cost of these purchases is about Rs. 80 lakhs. All 
this equipment has remained idle and constitutes an element of over-capitalisa- 
tion. A review should now been made as to whether the equipment. can be 
used at all and if it is not of any use either now or in near future, then prompt 
action should be taken to dispose of it. 


14, Large quantum of machinery and plant is still in stock. The amount 
spent upto March, 1967 on the equipment which was lying in stock is of the 
order of Rs, 18-18 crores. A part of this may be plant and machinery which is 
still to be issued to the washery projects. It is necessary to determine the extent 
to which this plant and machinery is in excess of the needs of the Corpora- 
tion. 

15. It has been brought to our notice that some of the earth-moving ma- 
chinery has been in use for a number of years. Some of it has even completed 
its serviceable life. However, the projects have continued the use of such 
machinery owing to frequent break-downs of machinery in use and difficulties 
of replacements. It has also been stated tous that the productive capacity of 
the plant and equipment is reduced with age. Thus, the number of dumpers 
or dozers needed when they are brand new, would be less than the numbers 
needed when they have been in use for anumber of years. Insofar as earthmov- 
ing machinery requires more frequent attention after it has been used for a 
certain length of time, it is necessary to provide some reserve and standby 
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capacity for use when the machinery is under repair or overhaul and major 
maintenance. What is needed as reserve and standby capacity for the current 
operational needs of the project, can be determined in the circumstances of 
each case. Ordinarily a ten per cent margin should be adequate for the purpose. 
Here again, the review teams that we have proposed should go into the matter 
more fully and consider the precise complement of plant and machinery which 
each project should have, taking into account its current production and the 
production that it may be required to achieve in the immediate future. The 
teams should also examine the productivity of the machines, what it should be 
with the necessary servicing and maintenance, and determine the numbers 
required on that basis, 


16. We have seen how supply of machinery considerably in excess of 
current needs can lead to indifference in handling the problem of maintenance 
and breakdowns. It is necessary to guard against such dangers, The issue of 
new machinery to the projects should be regulated strictly in accordance 
with the current needs of the project plus a small reserve. The remaining ma- 
chinery, if ordered and delivered, should remain in stock at central or regional 
stores, 


17. A number of underground. mines have not adapted themselves to the 
use of machinery which was ordered for them. In some projects, the machines 
could not be used. In certain other projects, machines are used but are not giving 
the maximum production expected. The output of the machines in many cases 
is considerably less than the stated capacity, even after allowing for the fact 
that in conditions obtaining in India the capacity production may be somewhat 
lower than that obtained in other countries. The problem here is to see how 
best maximum production, can be obtained from the machinery deployed (in- 
cluding what can be made available from other sources) at each of the projects. 
Here is another field for detailed investigation by the proposed teams. 


18. In regard to opencast mines there is 4 substantial under-employment of 
plant and machinery provided for. The main reason is the very frequent break- 
downs especially of dumpers, caused by inadequate supply of spare parts. In 
respect of one large opencast colliery we have dealt with this question in some 
detail. Indeed we are of the opinion that the problem of N.C.D.C. is not so 
much one of over-capitalisation, as of under-utilisation of the plant and ma- 
chinery which it had purchased to meet the targeted capacity, as the actual 
production is far below the targets. The actual production has remained res- 
tricted because of inadequate sales and inadequate transport facilities on the 
one hand and on the other, by poor maintenance and inadequate supply of 
spare parts for the machinery. 


19. There is little that can be said about the next three headings namely, 
“Wagons and Locomotives’, ‘Furniture and Fittings’ and ‘Railway Sid- 
ings’, 

20. In regard to ‘Vehicles’, as a result of our tours and detailed examination 


in some places that we visited, we have felt that the number of vehicles supplied, 
especially jeeps, bas been on a generous scale. We found that jeeps are supplied 
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to officers whose duties would not require them to travel extensively or on 
rough roads. In some cases some local officials themselves told us that the 
number of vehicles could be reduced. Besides the excessive supply of vehicles 
there is also the question of expenditure incurred on their running and main- 
tenance. We have seen figures in some places ranging from Rs. 1,000 to Rs. 1,800 
a month inclusive of driver’s salary, depreciation and interest. By any standards 
these figures are high. It is not surprising, therefore, that some project officers 
have thought and told us that economies could be made in this field by the grant 
of conveyance allowance and facilities for advance for purchase of motor 
cars than by the provision official jeeps on the present scale. There is little 
doubt that there is need to bring about a substantial reduction in the numbers 
and use of these vehicles. 

21. In regard to ‘Prospecting and Boring; the capital cost at charge on 
31st March 1967 is Rs. 8-87 crores. This includes cost of prospecting in areas 
which have not yet been taken up for development. To this extent, there is 
capital locked up, having no immediate production use. The Geological Section 
of the N.C.D.C. has already been reduced in staff and large part of its equipment 
has already been disposed of. A review should now be made for maintaining 
aminimum geological staff which is needed for surveys and such other work of 
collieries in operation. and development, as at, present. Adding a small reserve 
of, say 5 per cent or 10 per cent to meet any unforeseen needs, the balance of 
the equipment should be disposed of and the surplus employees found employ- 
ment elsewhere or retrenched. In future, if any large drilling work has to be 
undertaken, it should be possible to expand the staff and equipment at short 
notice by drawing on the resources of Indian Bureau of Mines or Geological 
Survey of India. Necessary complement of officers and men could be taken on 
deputation or on contract for a limited period and the machinery borrowed or 
diverted from other uses. 


Development— 

92. Then there is the *miscellaneous capital head of “Development’. 
Two important sub-heads in this area (i) capital outlay in mines; and (7) 
others. A large part of the expenditure under these heads relates firstly 
to the direct cost of developing underground mines, secondly initial expenditure 
incurred on overburden removal in opencasts, and thirdly the overheads and 
unforeseen expenditure that may be incurred during the period of development. 
Very few of the projects taken up by N.C.D.C. have been completed in time and 
the delays have meant a much larger quantum of overhead expenditure incurred 
during the development period as compared to what was expected in preparing 
the project. If, in addition, the colliery shows losses on its production during this 
developmental period, these losses become capitalised and add to the miscellane- 
ous capital expenditure. There can be some element of over-capitalisation in 
this amount. But the position would differ from project to project and it 
should be left, therefore, to the teams proposed by us for special investigation 
in each project to ascertain separately the extent of capitalised losses and in 
other ways to consider the extent to which any part of the capital expenditure 
was infructuous, not representing productive assets. 


*The expenditure under this head should be shown for each sub-head separately in the 
balance-sheet. 
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Deferred revenue expenditure— 


23. An important element of cost in the extraction of coal in opencast 
mines is the expenditure incurred on removal of overburden. Before coal 
is extracted, overburden has to be removed and the cost incurred on 
this operation, therefore, legitimately forms an integral part of the cost 
of coal extraction. Strictly speaking, as the name implies, deferred revenue 
expenditure incurred on overburden removal is not a capital charge. 
Ideally, in a given period such as a financial year; so much overburden should 
be removed as would be necessary to expose the quantity of coal to be extracted 
during that period. In the case of a quarry operated under contract or manually 
it may be possible to achieve this ideal situation. When overburden is removed 
departmentally by machines, it is not always possible to match the overburden 
removal with the coal extraction over a limited period such as a financial year. 
The quantities of coal to be exposed must be large enough to permit mechanical 
operations for their extraction. Sometimes, with a view to making the best 
use of the machines available and to avoid idle periods, no more overburden 
may be removed than necessary for the extraction of coal during that period. 
This was particularly the situation after 1960-61 in the case of N.C.D.C.’s qua- 
rries, when the machines and men employed on production of coal to the maxi- 
mum level had then to be shifted to overburden removal during 1961-62 when 
coal production itself had to be restricted owing to smaller demands, leading 
to some lack of balance between over burden removed and coal extraction. 


24. In regard to the charging of expenditure on account of the overburden 

removal to the coal production, at the beginning, the N.C.D.C. followed a 
system of computing the cost at the average cost per cu. yd. of overburden 
removal and the average of overburden ratio as given in the project estimates 
for the entire life of the quarry. This system continued to be used till the ac- 
counts of 1959-60. 


25. A change was made in the accounts of 1960-61 and afterwards. It was 
found that the cost per cu. yd. of overburden removal differed substantially 
from the average cost as given in the project estimates. It was, therefore, 
decided that for the purpose of charging the expenditure to coal production 
cost, the cost per cu. yd. of overburden removal should be calculated from the 
up-to-date expenditure incurred in each colliery on the removal of overburden. 
This cost per cu. yd. was then multiplied by the average ratio of overburden 
to coal in order to give a rate per tonne of coal raised. The system was an 
improvement on the system earlier followed but it did not help in fully allocat- 
ing the expenditure incrured on the overburden removal over the life of the 
quarry. This was partly because the average ratio of overburden to coal as esti- 
mated in the project estimates was found to be different from the actual coal 
overburden ratio. Large amounts of overburden removal expenditure charged 
to suspense thus remained unabsorbed in the cost of coal removed even when the 
quarries had reached the stage of exhaustion. In the Korba Pilot Quarry with 
the quarry more or less exhausted, there was a balance of as much as Rs. 16-69 
lakhs in the deferred revenue expenditure relating to overburden removal, in 
similar conditions, Saunda had an unabsorbed balance of Rs.55 lakhs. Both 
these amounts have since been written off in the 1966-67 accounts. Lately, 
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it has been reported that there is a similar unabsorbed balance of overburden 
expenditure of Rs. 41-88 lakhs for one of the quarries of South Balanda. It has 
been decided to write off the amount in five years. In certain other quarries like 
Bhurkunda and Gidi-A also large balances are found to have accrued in the 
suspense account relating to overburden removal expenditure. At the end 
of 1966-67, the aggregate balancein this account was as much as Rs. 13-12 
crores whereas the coal likely to be available from the areas exposed was, accord- 
ing to the estimates given by the colliery authorities 10-15 million tonnes. 
The picture as between different collieries was uneven. 


26. The matter has been re-examined and a new formula has been drawn 
up which has taken into account not only the up-to-date cost of overburden 
removal, but also an up-to-date estimate of coal overburden ratio. This system 
is expected to result in complete absorption of the expenditure on overburden 
removal into the revenue account of the cost of production of coal, over 
the entire life of the quarry. However, it is likely that in respect of some of 
the quarries, some large amounts of outstanding balance in this account 
may have to be otherwise writen off from the overall profits of the N.C.D.C. 


CHAPTER X 
PROBLEMS OF PRODUCTION 


Tn the preceding Chapters, we have devoted our attention mainly to the 
problems of project planning ard implementation. The N.C.D.C. had under- 
taken a large development programme. Its task was to attain a large produc- 
tion potential, mainly by developing new mines in outlying areas, within a 
relatively short period. The problems that arose in the speedy completion 
of this programme, both in physical terms as well as in financial terms, have 
been dealt with in-some detail. It has also been pointed out how by 1963-64 
it became clear that against the large production programme that had been 
undertaken there may not be the matching demand for coal within a fore- 
seeable period. The process of development and the acquisition of men and 
equipment involving large capital expenditure thus had to be reviewed and 
in some respects reversed. Since 1964-65, the more important problems of 
the N.C.D.C. related primarily to the current production. 


2. Despite the high targets whieh the N.C.D.C. set out to fulfill, its actual 
coal production has been nowhere near those targets, except during the last 
quarter of the Second Five Year Plan. The all out effort made during that 
quarter to demonstrate its capacity to produce targetted quantities has already 
been commented on in one of the earlier chapters, In the immediately succeed- 
ing year, it became necessary to restrict production in order to reduce the large 
pithead stocks built during January—March 1961, The production during 
1961-62 was 6-05 million tonnes as compared to 8-05 million tonnes in 1960-61 


3. A comparison between the growth in N.C.D.C.’s actual production 
since 1961-62 with the production in private sector shows that the trends 


were somewhat parallel, The following are the figures of production as reported 
to the Coal Controller— 


Year N.C.D.C. Singareni Private Total 
'  Seotor (Coal) 





(In Million Tonnes) 


1960-61 PS _ - - 8-05 2-57 45-05 85-67 

(18-50) (2-85) (48-65) (60-00) 
1961-62 bs ad st 6-05 2-83 46-30 55°18 
1962-63 a es id ww 8-43 3-23 51-79 63-45 
1963-64 “3 es - és 9-00 3-47 62-65 65-12 
1964-65 Me ie i Le 8-25 3-65 650-88 62-78 
1965-66 he 7 ie es 9-61 4:03 64:09 67-73 

(30-50) (5-65) (60-85) (97-00) 
1966-67 a e Pe tng 9-39 4:12 65-05 68-56 
1967-68 ae és 2 . «10-35 4:09 52:47 66-91 


ei (Figures in brackets represent target of production in million tons fixed for the Five Year 
ans), 
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It may be noticed that during all these years and especially since 1962-63, 
the demand fo: N.C.D.C. cecal has remained as stagnant as that for the coal 
industry as a whole, except during the last year when N.C.D.C. has improved 
its relative position. For the current year 1968-69, the N.C.D.C. has set 
itself a target of production of 12 million tonnes although it claims that if the 
demand could be secured, it would be in a position to produce as much as 14 
million tonnes. A separate exercise carried out by the N.C.D.C. management 
shows that if the plant and equipment which it has at its disposal is properly 
maintained, and the spare parts and replacements obtained as required, the 
Corporation now has the capacity of producing as much as 16-97 million 
tonnes. 


4. Included in this figure is 2-54 million tonnes from mines which are 
still being developed. When these mines are fully developed, they are expected 
to give 7-76 million tonnes. Thus, the overall production potential of the 
N.C.D.C. in respect of mines, at present working or under development may 
be placed at about 22 million tonnes, comprised of 14-4 million from revenue 
collieries and 7:7 million from collieries under development, when these are 
brought into full production. In addition, there are the collieries, of Singrauli 
I, Jagannath, Bijuri, Sonawani, Katkona, Bhaskarpara, Jamuna quarry and 
Korea quarry on which further work was suspended in 1964-65 and subsequent 
years. These involved a capital expenditure of about Rs. 3-5 crores (excluding 
the investment on Jamuna and Korea quarries for which figures are not avail- 
able) cn fixed and immoveable assets. They had a production potential of 
about 6-5 million tonnes, Project estimates for all these mines amounted to 
about Rs, 80 crores, the mine at Singrauli alone accounting for as much as 
Rs. 15-3 crores. 


, 5. In our terms of reference, we have been asked to examine why the 
return on investment has not been adequate. The principal answer is that 
whereas the capital expenditure incurred on investment was determined by 
the targets of production potential which N.C.D.C. undertook to achieve, 
the return is determined by the actual production and sales. These have 
been all along far below the targets and even far below the production potential 
as determined by the equipment provided, plant and machinery purchased, 
and the extent of development undertaken. To improve the financial return 
on capital investment in the N.C.D.C., it is obviously essential to reduce the 
gap between the production potential and the actual production. It is in 
this context that the problems of current production assume importance. 
It is important that for some years now National Coal Development Corpora- 
tion devotes most of its attention to resolving these problems and in stream- 
lining its organisation, 80 as to achieve the optimum utilisation of its production 
potential, at the lowest possible ccsts, 


6. We have briefly referred to these problems in our First Report. We 
have suggested thexein that at the beginning of each year a systematio produc- 
tion plan should he‘drawn up for each coal mine taking into account the sales 
potential of the mine and the transport facilities available to it and the cost 
at which coal can be produced at the colliery. The primary objective is to 
achieve maximum production with current production facilities at the minimum 
costs. For this purpose, it is necessary to determine as realistically as possible 
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the variable and the fixed costs of production at.each of the collieries, It is 
equally necessary to determine the prospective customers fcr the products of 
the colliery both for steam and slack and to promote balanced sales of all the 
production at the colliery. -Where pithead selling prices obtainable for the coal 
substantially exceed the variable costs, it is obviously of advantage to augment 
production of the colliery to the maximum extent to which sales can be arranged. 
The N.C.D.C. should be able to expand its market if it goes about systematically 
into the problems of sales, undertakes aggressive salesmanship amorg con- 
sumers who are within the economic marketable atea of each colliery by 
ensuring competitive prices and adequate -quality control and to organise 
transport and production to meet the needs of each of these ccnsumers. An 
annual plan of production drawn up after taking into account all these factors 
which determine the quantum of production, should indicate to the N.C.D.C. 
as to where it should concentrate its attenticn as to the deployment of men, 
equipment and management techniques in getting the best results. 


7. For this purpose, the most important sector which needs to receive 
attention is sales. We have made several suggestions in our First Report 
as to how sales should be organised. We considered this matter to be of such 
great importance that we recommended in that report that for some years to 
come the M.D. should personallysupervise this effort. We have also pointed 
out various ways in which better results could be obtained in this direction. 
Moreover, a detailed and critical review of the performance of the N.C.D.C. 
in the matter of sales and the matters which should receive its attention in 
future have also been included in’a further chapter in this Report. 


8. Similarly, transport facilities constitute another factor determining 
the rate of production. While the Railways have claimed that the transport 
position has eased and that more wagons can now be made available for des- 
patch of coal, the information given to us at various collieries does not bear 
out thisclaim. In fact, over the last few months there has been some deterio- 
ration ir the availability of transport for coal despatches not only for N.C.D.C. 
but for the industry as a whole. Apart from the overall magnitude of the 
transport facilities needed for the despatch of coal production, it is also impor- 
tant that the transport should become available when needed. Both in timing 
and in volume it should match the production, Coal cannot be stacked at 
pithead for any significant period without loss of quality or danger of fire 
involving national waste m both cases. It is, therefore, important that the 
production cycle at the colliery should correspond with the availability of 
wagons in relevant categories for the despatch cf steam and slack. These 
problems have also been referred to and dealt with in considerable detail in 
another chapter of this Report. 


9. A third important factor determining production is the availability 
and maintenance of equipment at the collieries. The output at the collieries 
and the cost of production therefore depend a great deal on maintaining the 
equipment in proper running order and operating it to the best advantage. 
The arrangements for maintenance have to be adequate as also the supply of 
stores and spare parts required for the operation of the machinery as well as 
for their maintenance. At all the collieries that we visited, there have been 
numerous complaints of inadequacy and delays in the supply of spare parts 
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and stores. In regard to spare parts, it has been mentioned to us that the 
fall in supplies was due largely to the inadequate provision of foreign exchange 
especially since 1964. The problems of maintenance and supply of spare 
parts as well as stores and purchase need to be considered in detail and we 
have therefore reviewed them in detail in two subsequent Chapters. 


10, Lastly, the flow of production at the requisite level depends a great 
deal on the competence of management and the administrative arrangements 
at the various levels. The problems of managment and its efficiency are there- 
fore taken up in subsequent Chapters. 


CHAPTER XI 
SALES PERFORMANCE 

The sales of performance of N.C.D.C. is one of the most important factors 
having a direct bearing on the financial position of the Corporation. The 
main questions to be considered in assessing the sales effort are the extent to 
which the N.C.D.C. has succeeded in expanding its market in recent years 
and the overall system under which the sale of coal has been arranged. These 
aspects along with the lessons to be drawn from the past experience and the 
directions in which the marketing strategy and sales procedures are required 
to be re-organised in future are discussed in this chapter. 

2. In the first instance we would like to mention some of the important 
points which are relevant in cosidering the sales performance of the Corpora- 
tion in the past. Prior to the formation of the N.C.D.C. the eleven State 
Collieries had no sales problems whatsoever because almost the entire output 
of these collieries was taken by the Railways, Thus in the organisation in- 
herited by the N.C.D.C., there was hardly any awareness of the concepts of 
sales including inter alia marketing strategy, sales procedures and com- 
mercial practices on which depends the efficiency of sales performance, 
Further, at the time of formation of the N.0.D.C., the coal market was 
essentially a seller’s market and, therefore, the need for properly organised 
sales was not keenly felt. It was in August, 1959 that the Sales Department 
was established. But sales continued to receive less attention that it deser- 
ved in the N.C.D.C. even though over a number of years the coal market had. 
gradually turned into a buyers’ market in which what was required as aggres- 
sive sales-manship, greater quality consciousness and re-organisation of 
the Sales Department and the sales procedures on more effective lines, parti- 
cularly in view of the fact that the competitors of the N.C.D.C. were long 
established in the coal trade. This was bound to affect the growth of coal 
market and coal production of N.C.D.C. 

Trends in production— 

3. The following table shows the trends in production of the public and 
‘ the private sector collieries since 1959-60 : 

Taste 12: Trends in production of coal (excluding Lignite) 


(Million tonnes) 


Year Public Sector collieries Private Sector Total 
collieries 


errr eee eo 
N.O.D.C.  Singareni 








1959-60... - oe ee 5:01 2-26 41-32 48-59 
1960-61 .. os an oe 8-05 2°87 45-05 55-67 
1961-62 . . an 6:05 2:83 46-30 55-18 
1962-63. 8:43 3-23 61-79 63-45 
1963-64 9-00 3-47 52°65 65-123 
1964-65 8-25 3:65 50:88 62-78 
1965-66 9-61 4-03 4-09 67-73 
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(Million tonnes ) 





Year Public Sector collieries Private Sector Total 
collieries 


CoS ee ee nto, 
N.C.D.C. Singareni 








Third Plan Target for 1965-66— 

(t) Original... or ‘a 381-00 ~ B75 61-75 98-50 

(18) Revised mid-term appraisal ..  . 23-20 6-75 61:75 90-70 
Shortfall in 1965-66— 

(i) As compared with original target 21-39 1:72 77-66 30-77 

(ii) As compared with revised 

target $8 es aa 13-59 1-72 77°66_ 22:97 

1966-67... 8 ee ee 9-39 4:12 55:05 68-56 
1967-68 (Provisional) a as 10-35 4-09 52°47 - 66-91 


“During the year 1960-61 there was an artificial spurt in coal production of N.C.D.C. and 
the papain level of 8-05 million tonnes achieved during the year could not be maintained 
in the subsequent year. 


+For 1967-68 , while up-to-date monthwise figures are available in the case of N.C.D.C. 
the figures for the private sector collieries are only provisional. Therefore, a proper comparison 
between the public and the private sector cannot be made at this stage. 

During the Third Plan period, the overall coal requirements in the country 
did not come up to the expected levels and, therefore, the total coal produc- 
tion fell short of the target to a considerable extent. However, in the case 
of N.C.D.C., the shortfall in production was much more pronounced than 
in the private sector collieries. This was so in respect of production of coking 
as well as non-coking coal as shown in the table below :— 


Taste 21 Production target and achievement for 1965-66. 
(Million tonnes) 











Target Achievement 
aR ar aman ce Pa See 
Coking Non- Total Coking Non- Total 
coal coking coal coking 
coal coal 
N.C.D.C. collieries ah 6-9 24-1 31-00 2-78 6:83 9-61 
Private Sector collieries 16-2 45-6 61-8 14-18 39-91 54-09 





4, In comparing the additional production contributed by the N.C.D.C. 
and the private sector collieries during the Third Plan period, an important 
point has to be kept in view. The base year 1960-61, with reference to which 
the targets of additional coal production for the Third Plan were fixed was - 
not a normal year for N.C.D.C. because during that year the Corporation 
had stepped up their production to a level which was artificial and, therefore, 
could not be maintained in the subsequent year. In the ordinary course, 
the coal production of N.C.D.C. in 1960-61 could not have more than about 
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6-50 million tonnes as compared with the actual figure of 8-05 million tonnes. 
Another important factor is that while the private sector was engaged in ex- 
panding production from existing collieries, and in some cases from the con- 
tiguous areas, the increase in N.C.D.C.’s production was to be achieved 
primarily by opening new mines. Naturally, when the market stagnated, 
new units were at a greater disadvantage. If allowance is made for these 
factors and the figures of production targets of N.C.D.C. for 1965-66 are ad- 
justed downwards, its achievement will compare less unfavourably with 
that of the private sector collieries, 


5. Saleswise, the higher shortfall in coal production of N.C.D.C. as com- 
pared with that of the private sector collieries may be accounted for by the 
following factors :— 


(*) The main consumers who take supplies of coal from N.C.D.C. are 
the Railways, Steel Plants and the Power Houses. As stated in 
an earlier chapter, the shortfall in the coal requirements of these 
three consumers during the Third Plan period was of the order 
of 18 million tonnes. Besides a number of other new industrial 
units proposed for the Third Plan, the coal requirements of which 
were to be met largely by the N.C.D.C. did not come up. This 
-was bound to have a greater impact.on the production programme 
of the N.C.D.C. than on the private sector collieries. 


(#2) Because of the provision of mechanical loading arrangements, the 
N.C.D.C. collieries were required by the Railways to arrange load- 
ing in Box rakes (i.e. full train load of Box wagons) with the 
exception of Giridih, Jarangdih and Sawang. These collieries, 
therefore, could not cater to the consumers who took coal supplies 
in smaller lots and in four wheeler, wagons. Most of the private 
sector collieries were, however, more favourably placed to expand 
their market because they were allowed to load wagons piece- 
meal. 

(at) The Rationalisation Scheme of Coal Movement restricted the 
market for the N.C.D.C. collieries particularly in the Giridih and 
Madhya Pradesh areas, Further, for some of the collieries in 
Madhya Pradesh there was freight disadvantage upto about Rs. 7 
per tonne for consumers in the Western India as compared with 
the private sector collieries in Pench & Chanda and their competi- 
tive position was further weakened due to the levy of siding 
charges by the South Eastern Railway on discriminatory basis. 

(wv) With easier availability of coal, the consumers were very parti- 
cular about the quality and size specification of coal supplies. 
According to the Sales Department a number of the N.C.D.C. 
collieries did not, in earlier years, display quality consciousness 
to the extent necessary in a buyers’ market and this impeded 
the sales promotion activities. The difficulties of N.C.D.C. were 
aggravated due to the fact that the coal of some of the collieries, 
particularly Kathara, Bachra, South Balanda (slack coal) and 
Umrer was found to be unsuitable by the normal consumers for 

M/P(D)248MofSM&M—10 
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various reasons like higher ash content, fast burning characteristics 
etc. Quite alarge number of orders were lost to N.C.D.C. mainly 
due to quality complaints. Further, we have seen that the pro- 
cedure followed by the N.C.D.C. in the disposal of complaints 
involved considerable disposal of complaints involved conside- 
rable delays amounting in some cases to 4 to 5 years. This was 
bound to have an adverse effect on the confidence of the consu- 
mers, 


(v) The N.C.D.C. was a relative new comer into the field and it had to 
face competition from those who were long established in the 
coal trade. Moreover, while the private collieries could give 
unauthorised rebates to the consumers in contravention of the 
Colliery Control Order to promote their sales, this could not be 
done by the N.C.D.C. 


(™) Even. with the emergence of fierce competition in the coal market, 
particularly for slack and inferior grade coal, the Sales Depart- 
ment of N.C.D.C. was not re-organised on more effective lines 
with the result that no systematic approach to marketing was 
possible and the sales promtotion activities were carried on more 
or less on ad-hoc basis... A number of consumers invited tenders 
through advertisements to get supplies of coal but there was no 
arrangement made by the Sales Department to go through all 
such advertisements with the result that it was not always 
possible for N.C.D.C. to submit its tenders. At times when 
certain orders were lost to N.C.D.C. due to some reason or the 
other, only feeble efforts were made by the N.C.D.C. to get back 
those orders, 


6. It has been represented to us by the Sales Deptt. of the N.C.D.C. 
that the sales orders obtained hy them have all along remained mostly ahead 
of production in almost all the aveas particularly in Karanpura, Orissa, Korba 
and Umrer. On the other hand some of the collieries even in these areas 
have complained that sales have been inadequate or that adequate and timely 
arrangements are not made for the sale of slack or low grade coal and the 
accumulation of these grades of coal at pit-heads in turn have considerable 
impact on the flow of production. We have broadly looked into these as- 
pects to get a general idea of the position. We find that in some of the collie- 
ries, particularly Kathara, Kurhurbaree (Giridih), Bachra, Argada, 
South Balanda, Jamuna, Duman Hill, Banki, Surakachar etc., there have 
been problems of arranging sale of coal particularly of slack size due inter 
alia to higher ash content or the fast burning characteristics of coal, freight 
disadvantage, the area of marketability being limited on account of restric- 
tions on coal movement placed by the Railways, etc. The pit-head stocks in 
these collieries have been considerably higher in relation to their monthly 
production. In respect of certain other collieries in different areas, the sales 
orders have often been ahead of production. However, it does not neces- 
sarily mean any failure on the part of these collieries to take advantage of 
higher sales orders by stepping up their production. To some extent the sales 
orders have necessarily to be higher than any specified production level in 
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order to guard against unforeseen contingencies like (7) certain railway routes 
and destinations suddenly going under restrictions; and (it) loss of certain 
orders at the last moment on account of consumers’ difficulties in 
arranging clearance of wagons at the destinations, Moreover, what is im- 
portant for the collieries in planning their production programmes is not 
only the overall sales orders but the volume and proportion of orders between 
steam and slack coal on month-to-month basis. We have made a study of the 
position of sales orders on all the collieries of N.C.D.C. for a period of three 
months and have found that there are at times considerable variations in the 
volume of orders and their proportion between steam and slack coal from 
month-to-month on different collieries as shown in the table below :— 


TaBLe 3 : Variations in Sales orders in Karanpura collieries, 
(No. of rakes) 











Steam coal Slack coal 

Karanpura Collieries aoa SS 
March April May March April May 
1967 1967 1967 1967 1967 1967 
Bhurkunda a 24 £5 25 19 21 23 
Sayal a es 13 1h 11 ; 9 12-5 15 
Saunda a oe 8 1145 9 7 12°5 7 
Bachra ie ait 6 8 7 I 10 8 


TaBLE 4 : Variations in Sales orders on other collieries. 


(No. of wagons in four-wheelers) 











Steam Coal Slack coal 
Karanpura Collieries © —————--—-A-_- +, (oo ee 

March April May March April May 

1967 1967 1967 1967 1967 1967 
Talcher a ve 585 570 615 120 120 120 
Deulbera a ats 763 704 735 230 162 203 
Kurasia as «» 2,212 2,352 2,184 1,050 884 800 
Korea oe oe 870 1,001 1,027 500 477 451 
Jamuna es 582 657 716 300 343 300 
Banki/ Surakachat me 1,009 1,007 1,019 950 1,000 750 





It is obvious that the production in a colliery cannot be arranged on a 
fluctuating basis and will have to be kept close to the level indicated by the 
volume of sale orders for steam and slack coal in the desired proportion which 
can be sustained month-after-month. In case the sale orders in right 
proportions between steam and slack on a particular colliery remain consi- 
derably higher than its production on a continuing basis and notwithstand- 
ing the availability of adequate transport facilities the colliery concerned 
is working below its capacity, the matter calls for an examination as to why 
the production in the colliery isnot comingup. The N.C.D.C. should identify 
and. locate such cases, in order to ensure that production in the collieries 
concerned is stepped up and maximum advantage is obtained of the orderg 

M/P(D)248MofSM&M—10(a) 
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secured. Sales and production are indeed closely connected activities. It 
is, therefore, essential to establish a close co-ordination between the sale 
and production agencies at higher as well as lower levels. In our First 
Report, we have already indicated how the necessary co-ordination should 
be achieved in an effective way. 


Present Marketing position 
7. At present about 40 to 45 per cent of the total coal production of 
N.C.D.C. is supplied to the Railways. The trends over the last 9 years 
have been asunder :— 
Taste 5 : Despatches of coal from N.O.D.Q. Collieries. 


(In million tonnes) 











year To To other Total 
Railways Consumers 

1958-59 an a Ne sa 1-85 1-88 3-68 
1959-60 - as af ue 2-38 2-19 4-57 
1960-61 a ve ae vs 3:10 3:31 6-41 
1961-62 ee $% Pel eds 2°81 4°05 6-86 
1962.63 ine a2 a3 ri 3-48 4°83 $:31 
1963-64 2 st a a 3°76 4:85 8-61 
1964-65 ee ig § PE 3°30 4-49 7:79 
1965-66 da i i i 4-08 5-20 9-28 
1966-67 ne bs m 7 3°88 5-30 9-18 





As regards size-wise despatches, the Railways take about 85 to 90 per 
cent of the total output of non-coking steam coal, allthe production of steam 
size grade HH coal and a small quantity of slack coal as shown in the table 6 


TABLE 6: Grade-wise despatches of coal from N.C.D.C. Collieries during 














1966-67 
(Million Tonnes) 
Grade of coal Despatches to Railways Despatches to other consumers 
aos —S Ay ——~ Grand 
Steam Slack ‘otal Steam Slack ROM Total Total 
Hard/ 
soft 
coke 
ete. 
GradelI .. 2-98 0-34 3°32 0:44 1-38 1-82 5-14 
Grade IT .. 0°14 ss 0-14 a 0°07 0:07) = 0-21 
Selected A 0°01 0-01 ie 0-01 0-01 0-02 
Selected B 0-19 0-19 a 0-16 0-16 0-35 
Grade HH 0° 22 0 22 oe 0: 26 0°26 0-48 
Coking ee 2% 0°16 2°04 os 2-20 2°20 
Jatraj : ae oa 0°50 0-50 8 8=60*50 
Hard coke 7 0-08 0:08 0-08 
Soft coke a sees as Re e . 0° 04 0:04 0 04 
trade TIT/TITB ae ee Ee ae 0-01 a 0-15 0-16 0°16 
Total .. 3°54 0-34, 3°88 0:61 3-92 0:77 5+30 9-18 
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&. As indicated above, certain quantities of steam coal are not being 
taken by the Railways. This is not because the Railways are not willing to take 
these (except in the case of Bachra and Umrer, the steam coal of which has been 
found to be unsuitable for railway locomotives), but because the N.C.D.C. consi- 
ders it better to supply some steam coal to other consumers for striking better 
deals with them in the supply of lower grades of goal. As regards coking coal, except 
for Grade HH coal of Kathara and Grade IIIB of Giridih, the entire output 
of about 2-2 million tonnes is taken by the metallurgical industries (including 
the Steel Plants, Durgapur Coke Oven Plant, Bhowra Coke Plant etc). The steam 
size of grade III of Giridih is utilised for making soft coke which is supplied 
almost entirely to the Defence Department, As regards slack coal, the N.C.D.C. 
has an assured market for about 0°8 million tonnes, due to the collieries of 
Jhingurda, and Manikpur (as also Korba) being captive mines linked with the 
Renusagar Power Project and the Korba Thermal Power Station respectively. 
The collieries of Silewara and Patherkhera, which are under development, are 
linked with the Khaperkheda and Satpura Thermal Power Stations respective- 
ly. Altogether the N.C.D.C., has at present, an assured market for about 7 | 
million tonnes against the total production of about 10 million tonnes. 


9. Out of the balance production.of 3 million tonnes consisting mainly of 
slack and hard coke, the market for about-1-to 1-2 million tonnes of slack is 
comparatively easy, mainly because of the attractive freight advantage enjoyed 
by certain collieries in Karanpura and Orissa for certain consumers and also 
because of the supplies of slack coal being taken by the Rourkela and Bhilai 
Steel Plants from the Madhya Pradesh Collicries. Further, the problems of 
disposal of slack coal from two other collieries, namely, Giridih and South 
Balanda may be solved with the regular supplies being taken by the Barauni & 
Talcher Thermal Power Station xespectively. In respect of a production of 
about 1-5 to 2-0 million tonnes of slack coal contributed partly by the Karan- 
pura collieries and partly by the Madhya Pradesh collieries, the market is more 
competitive and constant efforts are required to be made by the N.C.D.C. to 
retain this market and to expand it further{by securing new orders. In the Karan- 
pura area, the N.C.D.C. has to face competition from certain private collieries 
located in that area and also from some of the private collieries in the more 
distant Raniganj-Jharia fields who may often give quite high rebates on slack 
coal to neutralise the freight advantage enjoyed by the N.C.D.C. collieries for 
consumers in Bihar, U.P. and Delhi. In the Madhya Pradesh area, the competi- 
tion is reported to be keener due to the fact that the combined output of the 
N.C.D.C. and the private sector collieries in the region is more than the overall 
demand of slack coal in the area which can be served by these colleries within 
the Rationalisation Scheme of Coal Movement imposed by the Railways. Under 
that scheme, certain destinations like those in northern part of Rajasthan, are 
not open for supplies from these collieries, if the Rationalisation Scheme is 
modified, it is possible that the M.P. coal can successfully compete in some of 
these areas with coal from Bengal/Bihar areas. Further, the N.C.D.C. collieries 
in Madhya Pradesh are comparatively in an unfavourable position on account of 
their freight disadvantage for consumers in Western India as compared with 
the private sector collieries in Pench and Chanda and also on account of the levy 
of additional siding charges by the South-Hastern Railway. In a separate Chap- 
ter we have suggested that transport difficulties faced by different collieries should 
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be discussed by the N.C.D.C. with the Railways at appropriate level so that 
the sales problems of these collieries may be solved. As regards, Umrer, the sale 
problems arise because of the fact that the quality of coal of the colliery has 
turned out to be bad grade IT bordering on Grade III with high moisture con- 
tent and fast burning characteristics. The coal of this colliery has been tried by 
the Railways, Trombsy Thermal Power Station and also by some of the textile 
mills in Nagpur, who have found it unsuitable for them. The only other big consu- 
mer of Umrer coal is Paras Thermal Power Station but its demand has recently 
fallen down considerably owing to a mishap at the power station. The coal requirc- 
ments of the Paras Station, will, of course, increase in future, and it is possible 
that over a longer term, Maharashtra State Electricity Board will buy Umrer 
coal for their power projects under construction at Bhusawal and Nasik. The 
latter is designed taking into account the characteristics, of Umrer coal. In the 
meantime, N.C.D.C. should explore the possibility of selling Umrer coal to 
Khaperkheda and Koradi Power Houses at suitable rates. 


Future prospects— 

10. As stated earlier, the main customers of the N.C.D.C. at present are 
the Railways who take non-coking steam coal, Steel Plants who take 
supplies of coking coal and the Power Houses to whom slack coal is 
supplied. Due to progressive expansion of dieselisation and electrification on 
the Railways, the overall requirements of loco coal are likely to get reduced in 
future; from 17 million tonnes in 1966-67, the requirements may decline to about 
16 million tonnes in 1970-71 and further to about 14 million tonnes in 1975-76 
and 13 million tonnes in 1980-81. (The extension of electrification on the rail- 
ways will, of course, increase the demand of slack coal for power houses 
feeding the Railways. No allowance is made for this purpose in these figures.) 
Inspite of this, there may be a scope for increase off-take of coal by the Rail- 
ways from the present level of about 4 million tonnes from the N.C.D.C. 
collieries provided the latter can step up their production of the rate of 
coal needed by the Railways. This is particularly because the Railways are 
aware of the fact that the overall supplies of coal from a public undertaking like 
the N.C.D.C. is a great stabilising factor in any emergency arising from the 
failure of adequate supplies from the private sector collieries. If certain restric - 
tions placed under the Rationalisation Scheme are removed, it may be possible 
for some of the Zonal Railways, particularly Central and Western Railways, to 
obtain greater proportion of their coal requirements from the outlying coal- 
fields thus benefitting the N.C.D.C.’collieries. In 1967-68, the Western and Central 
Railways which should have found it more economic to buy coal from M.P. and 
Korba regions, purchased as much as about 0:8 million tonnes of grade I steam 
coal from, Bengal/Bihar coalfields. 

11. However, as the Railway demand is expected to decline over the years 
to come, the N.C.D.C. may have to find other consumers also for the supply of 
steam coal, As regards coking coal and slack coal, the requirements of steel 
plants and power stations will grow progressively in the years to come and 
the N.C.D.C. should make special efforts to capture as large a part of the addi- 
tional market as possible. Besides making supplies to the power stations, the 
N.C.D.C. may also have to make concerted efforts to cater to the requirement 
of other consumers of slack coal, namely, Cement, Paper and Fertiliser factories 
Textile mills, Brick kilns, etc., in an increasing measure. A proposal for setting 
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up a coal based fertiliser factory in Korba is reported to be under the considera- 
tion of the Fertilizer Corporation of India. If such a factory is set up, it will 
largely solve the problem of marketing of N.C.D.C. coal production in the Korba 
region. 

12. In order to expand its market in future and to tackle with contidence 
the sales problems which may arise from time to time in different areas and in 
respect of different collieries, the N.C.D.C. should prepare itself at this stage in 
right earnest. It is essential to formulate a systematic approach to marketing 
and remove the deficiencies that inhibit the sale promotion activities. In our 
First Report we have already indicated the directions in which the task of re- 
organising the sales procedure should be undertaken. We also made detailed 
suggestions on a number of points including infer alia (2) market surveys to be 
undertaken by the N.C.D.C.; (0) establishment of close contacts with principal 
prospective buyers; (c) execution of long term contacts with the buyers; (d) 
guarantee of continuous flow of supplies; (¢) rigid adherence to quality; (f) 
system of independent inspection at the loading collieries; (g) surprise quality 
check at the destinations; (k) prompt attendance to quality complaints; and 
(2) suitable price differentials to be made between different grades and between 
steam and slack to suit the production programmes and consumer market. In 
the First Report we have also underlined the need for effective and meaningful 
liaison between sales and production activities at the working level. Here we 
would like to add one or two points. At present, there exists a small cell in 
Sales Deptt. of N.C.D.C. which attends to the quality complaints. Under the 
present procedure, copies of the complamts received by the Sales Department 
are forwarded to the collieries concerned for their comments and after these 
have been obtained, a joint investigation at the destination is arranged, if 
considered necessary. It has becn observed that in most of the cases the collie- 
ries take considerable time in sending their comments with the result that there 
are delays in arranging joint investigations or otherwise disposing of the 
complaints. In another Chapter we have recommended that representatives of 
the Sales Department should be posted.in some areas, who may, inter alia, look 
after the complaints of the consumers. The officers should pursue the matter 
vigorously with the collieries concerned. If any joint inspection is called for at 
the destination, this should be arranged by these officers in collaboration with 
the ‘collieries concerned without any loss of time and preferable within a 
week. There should be a system of fixing responsibilities if any inordinate delay 
is caused in attending to the complaints at any level. Further it is essential that 
the officers of the Sales Department and of the collieries attending to the com- 
plaints should work in a spirit of greater harmony and co-operation. 

13. In view of many past complaints, which have remained unresolved over a 
nuniber of years, the N.C.D.C. may find it expedient to appoint a special Officer 
at the Headquarters for a limited period, to attend to them and to settle them 
expeditiously. His experience of handling these complaints can also be availed 
of, in drawing up a regular procedure for a systematic examination of the com- 
plaints and their prompt settlement in future. 

System of sule of coal--- 


14. At present, about 83 per cent of the total coal production of N.O.D.C, 
is supplied to the Railways and other Government Departments/Public 
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Undertakings direct. without the agency of middlemen. In respect of the 
balance 17 per cent of output, consisting mainly of slack coal, the sale is 
arranged through the middlemen. The comparative position in this regard for 
the last three years is reported to be as under— 
Tas.e 7 : Direct Sale of Ccal vis-a-vis sale through middlemen. 
(Percentage) 
1964-65 1965-66 1966-67 














(+) Direct sale to Railways a v ae 8 44:9 45°8 41:9 
(it) Direct sale to Govt. Deptts./Undertakings Be 32°4 30-5 41-1 
(vit) Sale through middlemen .. ba os 22-7 22-7 17:0 

100-0 100-0 100-0 





The more important points relating to the system of direct sale of coal 
vis-a-vis sale through the middle-men which have a bearing on the financial 
position of the N.C.D.C., are mentioned in the following paragraphs. 

Direct sale of Coal— 

15. In making direct sale of coal without the agency of any middlemen, 
the N.C.D.C. not only saves the commission but also is in a position 
to realise the dues from the customers within a much shorter period than 
from the middlemen. Moreover, the» system of direct sales provides for 
greater financial security for N.C.D.C. particularly in so far as the Govern- 
ment parties taking coal supplies are concerned. A few deficicne'es have, 
however, come to our notice and we would like to make a mention of these. 

16. The Government parties including the Railways, Hindustan Steel Ltd., 
D.V.C. and M.P. Electricity Board ete. are expected to make payment on the 
coal bills within 30 days from the date of receipt of bills by them. In the case of 
some other Government parties, the credit period allowed is 60 days. While a 
large part of the dues is realised from the Government parties within these 
periods, certain amounts remain outstanding beyond 60 or even 90 days. Second- 
ly, large deductions are made by some of the parties from the coal bills due to 
one reason or the other and in many cases no settlement is made on the dispute 
for years, The following table shows the position of outstandings and deductions 
made by the Government parties as on 31st May, 1968. 

Tas_eE 8 : Outstanding against Govt. parties as on 31-5-68. 
(Re. in lakhs) © 
Outstanding beyond Outstanding ‘Total Deducted 











60 days within 60 out- amounts 
co days standings (disputed 
Over Less than items and 
one one year counter 
year claim) 
Railways es ae .. 46°31 29-07 84:96 160° 34 39:49 
M.P, Electricity Board .. .. 55+ 56 76-17 28-34 160: 07 115-03 
Bokaro Thermal Power Station .. 24°00 28°78 =. 8-87 61° 65 52-78 
Maharashtra Elec, Board .. a 6: 68 20-12 7-53 34°33 11-21 
Talcher Thermal Power Station .. oe 0-99 5°35 6+ 34 0-99 
Hindustan Steel Ltd. be -- 10°69 53°80 55> 34 119-83 61-84 
Heavy Engg: Corporation ss 1:20 3°99 a 5°19 1-05 
Patratu Thermal Power Station .. 1-20 8°36 0-78 10-34 1°98 
Obra Thermal Power Station ne 0-02 a5 16° 25 16-27 0-02 
Rajasthan State Elect. Board an 5-15 10°77 4°86 20-78 2°05 





Total for Government parties -. 150°81 232-05 212-28 595-14 286° 44 
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It will be seen that on 31-5-1968 the outstandings beyond 60 days amounted 
to Rs, 382-86 lakhs, out of which Rs. 286-44 lakhs represented the deductions 
made by the Government parties due to various reasons. Payment of the balance 
amount of Rs. 96-42 lakhs had been delayed by the parties even though 
there is no dispute about the dues. The delay in respect of an amount of about 
Rs. 80 lakhs is reported to be for more than 90 days. The N.C.D.C. who has to 
borrow its working capital at 84 per cent rate of interest can ill afford the 
realisation of its dues getting delayed. It should make its collection drive more 
vigorous and ensure that there are no inordinate delays in recovering of dues 
from different Government parties. As regards deductions, the various reasons 
assigned by the parties are as under :— 


TasLE 9: Deductions made by Government Parties 








Main reasons for deductions Amount Govt. parties concerned. 





deducted 

(Rs, in 

lakhs) 
(1) Inferior quality fis a. = 8-5 Railways. 
(2) Difference in grade/size a — 4°7 DVC (Rs: 2+4 lakhs) 

: HSL (R: 2:3 lakhs) 

(3) Penalty for shortfall in calorific value... 0-3 DVC 
(4) Dispute regarding the price charged tt 130:4. MP Elect, Board 


(Rs 84 lakhs ) HSL 
(Rs: 32 lakhs) DVC 
(Rs: 8 lakhs) Railways 
(Re: 6 lakhs) 


(5) Underloading 6 £ me 6-0 Railways (Rs: 5 lakhs) 
(6) Dispute regarding Sales tax hie is 8:6 Railways, MP Elect. 
Board and DVC 
(7) Excess Claim id ae Se 1*S Railways, HSL 
(8) Want of DA notes +s os +e 0-2 Railways 
(9) 10°; deduction on four wheeler wagons not 
weighed .. ae es +s i-2 Railways. 
(10) Other disputed items .. oe os 10:7 All parties. 
(11) Breaking/crashing charges oe oe 22°0 MP Elect, Board 
(12) Amount kept in Rly. deposit —.. or 0°8 Railways. 
(18) Other charges not paid .. i ore 16°6 MP Elect. Bd, DVC 


(14) Deductions on account of construction of 
“culverts : . 


wt 
at 


MP Elect, Board. 


(15) Non-acceptance of quantity on account of Oh tn atetoease 
alleged short supply oe ae 26-0 DVC, HSL. 


(16) Recovery towards excess moisture oe 0-2 HSL 


(17) Freight paid in excess .. a oe 0:5 HSL 
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U7, Some of ths disputes mentioned above have been pending for a number 
of years and concerted efforts do not appear to have been made by the N.C.D.C. 
to expedite their settlement. This is hardly in conformity with the commer- 
cial practices and it is essential that vigorous efforts are made to arrive at 
reasonable settlements with the parties concerned. In so far the dispute 
over coal prices with the M. P. Electricity Board is concerned, the matter 
is now under arbitration. Further, it has been reported that the disputes 
with the Railways regarding ccal prices and sales tax have recently been 
settled, For settlement of the disputes relating to under-loading, quality 
vf coal, excess claim ete., the collieries concerned should either accept the 
claims of the parties or contest the same with irreputable evidence. Dis- 
cussions may be arranged by the N.C.D.C. at appropriate level with all the 
parties concerned to consider the points under dispute and to arrive at ex- 
peditious settlement. There is hardly any point in allowing the matters 
to dragon. We understand that under the agreement between the N.C.D.C. 
and the Railways, the latter can make deductions from the coal bills on 
account of quality complaints at destinations after issuing warning about 
the quality to the colliery concerned in one case. The N.C.D.C. should 
examine whether the deductions of Rs. 8 lakhs made by the Railways on 
quality complaints were made in accordance with the prescribed procedure 
and if so, why the quality of coal supplies could not be improved by the collie- 
ries concerned even after receipt of warning from the Railways. It is essen- 
tial that effective steps are devised by the N.C.D.C, in order to ensure that 
in future the complaints of the ccnsumers about quality, size, under loading 
ete. are reduced to the minimum and if deductions are made by any party 
from the coal bills, immediate steps, should be taken by the N.C.D.C. to 
resolve the disputes, Suitable action should be taken in cases of negligence. 


Sales of coal through Middlemen. - 


18. There are at present 47 middlemendoing business withhe N.C.D.C. 
During 1967-68 the volume of business done through them was of the order 
of about Rs, 5 crores out of the tutal sale value of over Rs. 32 crores. There arc 
five principal middlemen who account for about 90 per cent of the total volume 
of business done through all the middlemen, the share of one middleman, 
namely, M/s. 8. K. Kahansonsbeing of the order of about 30 per cent. 


19, Among the consumers who are supplied coal through the middlemen 
are a number of Public Sector Undertakings; mainly the thermal power sta- 
tions including enter alia (1) Harduaganj Power Station; (1) Kanpur Electric 
Supply Undertaking; (¢) Gorakhpur Power Station; and (iw) Delhi Electric 
Supply Undertaking. The more important private parties getting coal 
supplies through the middlemen are (i) Ahmedabad Electric Company Ltd.; 
(it) A.C.C. Ltd.; (#2) Lucknow, Banaras aud Agra Power Stations; (7) J. 
& K. Rayons, Kanpur; (v) Avile Cotton, Subzimandi; (vt) Shri Gopal Paper 
Mills; (viz) Shri Ram Viny! & Chemicals Industries, Barang; (viz) various textile 
mills, (7) Sone Valley Portland Cement; (x) Ferro Alloys & Tata Chemi- 
cals; (ai) Arvind Paper Mills; and (a2) Certain brick burning contractors, 
That the proportion of business with the public undertakings done through 
the middlemen to the total volume of business done by the N.C.D.C. through 
the middlemen has tended to decline im recent years, is borne out by the figures 
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of quantum of commission or rebate paid to middlemen during the years 
1963-64 to 1965-66 as indicated in the table below :—- 
Taste 10: Commission or rebate paid to Middlemen 


(Rs. in Lakhs) 





Amount applicable to sales 
made to the 











Total amount ~~ - piApcicc sc ooan 
paid Public Sector Private Parties 
Undertakings 


and Govern- 
ment Depart- 





ments 
3963-64 s = 4 (B88 3-24 0-09 
1964-65 < 4 a: 496 147 3-49 
1965-66 - eae 605 176 £29 





20. An important question that has often been raised is whether or not 
the N.C.D.C, should employ the services of middlemen for sale of coal particu- 
larly for coal supplies to the public sector undertakings. As stated earlier, 
at present only about 17 per cent of total ceal supplies of N.C.D.C. consisting 
mainly of slack coal, are made through the middlemen, the balance of 83 
per cent beitg direct supplies. The Railways, Steel Plants and a number of 
other public undertakings are taking direct supplies of coal from N.C.D.C. 
Tt is mainly in regard to some of the public undertakings, including inter alia 
the power stations under the U.P. State) Electricity Board and the Delhi 
Electric Supply Undertaking that the supplies have to be made through 
middlemen because of the fact these consumers prefer to get coal through 
the agency of middlemen. Similarly some of the private parties also prefer 
to get coal supplies through middlemen. it has been stated that the market 
for slack coal is essentially a buyers’) ;market and, therefore, the N.C.D.C. 
has to accept the fact that the purchase policy of the buyers requires that 
the sale be made through the middlemen. 


21, Various reasons have been assigned for the strong preference of 
certain consumers including some of the public undertakings for getting 
coal supplies through middlemen. The middlemen have branch offices in 
the important towns all over the country and are thus in a better position to 
provide prompt and quick service to the consumers. Moreover, they take 
responsibility for missing wagons and shortage at destinations. To some 
extent, they also take responsibility for the quality of coal at the destinations. 
Further, they attend tc the complaints of the consumers promptly and make 
early settlements of the disputes thereby gaining the confidence of the 
consumers with the result that the latter do not want this trade channel 
to be dislodged or dislocated. Another reason for the consumers’ preference 
for the middlemen is reported to be that their services are available to them 
free of cost, The situation in this respect is rather incongruous. It has been 
stated that the choice of middlemen lies with the consumers and that it is 

not the N.C.D.C. who employs their services. Stil itis the N.C.D.C. and 
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not the conswners whe pay middlemen’s comission. It may be mentioned 
that under the Colliery Control Order which was in force till recently, a colliery 
owner was required to pay commission only to a middleman employed by 
him or employed jointly by him and a consumer. In case any consumer 
purchases coal through a middleman, the latter was entitled to charge him 
a commission up to 98 paise per tonne ever the coal prices, However, it has 
been reported that in the circumstapces obtaining in the buyers’ market, 
a middleman is employed by a consumer but ho automatically becomes 
a middleman, of the producer also and gets commission only from the latter. 


22. We agree that as far as possible coal supplies to public undertakings 
and even to large private consumers should be made direct and not through 
the middlemen. We are, however, aware of the practical difficulties in 
achieving this ideal of doing direct’ business with all the public under- 
takings. A number of cases have been cited by N.C.D.C. where attempts 
mado by it for direct deals with the public undertakings resulted only in 
transfer of orders to private sector collieries. In certain other cases the 
public sector undertakings tefused to eliminate the middleman due to one 
reason or the other. For instance the Industrial Development Corporation 
of Orissa, in their letter of 30th December, 1966 addressed tothe N.C.D.C. 
argued as under -- 


“We have more or less decided to take coal through the middlemen 
as we had some bitter experience with your collieries in the 
past as there was heavy demurrange on some wagons of coal 
due to the delay in posting of R/R etc. Ultimately we have to 
get our requirements through « middleman so that most of these 
difficulties will be avoided and the middleman will have his worries 
to supply us the coal in time and also to see that the R. Rs. are 
posted immediately”. 


Further it has been reported that the U.P. State Electricity Board who 
are taking coal supplies from N.C.DiC. collieries through M/s, 8. K. Kahan- 
sons did not find it profitable to make any change in their purchase proce- 
dure because, under the Colliery Control Order they would not share with 
the U. P. Co-operative Society the commission of 37 paise per tonne which 
was allowed by the N.C.D.C. to the middlemen. 


23. The Committee on Public Undertakings (1967-68) have in their 
Report on N.C.D.C. recommended that the Government should issue a di- 
rective that the public undertakings should not make their purchases of 
coal through middlemen but direct from N.C.D.C. We had also referred 
to this matter in our First Report. We had pointed out that the Railways 
and the Steel Plants were already purchasing from the N.C.D.C. their supplies 
of the requisite grade of coal to the maximum extent possible and that there 
might be difficulties ir issuing a Central directive to Power Houses, most. 
of which were in the States sector. We, therefore, recorded our conclusion 
that such a directive would have a limited value. We would suggest that 
the N.C.D.C. should canvass its sales on the basis of its performance. After 
decontrol, the N.C.D.C. is in a better position to provide financial incentives 
to the Public Undertakings to take direct supplies of coal and to eliminate 
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the middlemen. Further, the N.C.D.C. should look into the grievances of 
the public undertakings and take effective steps to remove their genuine 
difficulties. In case the persuasive efforts of the N.C.D.C. for direct busi- 
ness do not fructify, and certain public undertakings are not at all willing 
totake supplies except through middlemen, the N.C.D.C. should make attempts 
to have at least any one of the following arrangements :— 


(¢) The Public Undertakings may take coal supplies from N.C.D.C, 
through the middlemen appointed by them. They may them- 
selves pay the middlemen’s commission and the amount invelved 
may be reimbursed to them by N.C.D.C. either directly or through 
rebate in the price of coal. Payment for coal supplies may be 
made by the undertaking direct to the N.C.D.C. 


(it) Under a tripartite arrangement, while the coal supplies may 
be made through the middlemen who may take commission 
from N.C.D.C., payments may be made by the undertakings 
direct tothe N.C.D.C. 


(iit) There may be a stipulation in the agreements with the middle- 
men that they will make payment to N.C.D.C. within a reason- 
able period (say a week.or.so) afte: realising the dues from the 
undertakings. 


24, We see no reason why the N.C.D.C., while making concerted efforts 
to do direct business with public undertakings and large private sector en- 
terprises, should not seek to develop its market fully with the assistance 
of middlemen who already have a considerable sales organisation around 
the ccuntry, As stated in our First Report, what has been wrong in the 
present sales procedures through middlemen is not that they are employed 
for obtaining business, but that their functions and liabilities are not clearly 
defined except by what goes in the name of trade practices. Any business 
concern and more particularly a Government concern must reduce to writing 
all the terms and conditions of its sale rather than leave them to be inferred 
from trade practices, Such agreements should define, precisely all the 
respective obligations of the N.C.D.C. as well as of the middleman, It is ne- 
cessary to make a review of the working of the system of sale of coal through 
middlemen and remove whatever deficiencies have developed in the system. 
We have mentioned some of the more important deficiencies in the subse- 
quent paragraphs, 


Terms and conditions of sale through middlemen-- 

25. The Board of Directors in their 20th Meeting held cn 25th November, 
1958 authorised the Managing Director to appoint selling agents on a commission 
not exceeding 37 paise (As. 6) per tonne (as provided for in the Colliery Control 
Order) in respect of slack coal of all grades and steam coal of inferior grade. 
Subsequently, it was found necessary to appoint Selling Agents for other types 
of coal also and accordingly at the 69th Meeting of the Board of Directors 
held on 31st August/2nd September, 1963, the Managing Director was em- 
powered to appoint middlemen for all grades and sizes of coal, except A & 
B grades of coking coal which could be sold to the metallurgical industries 
without any difficulty on the allotments made by the Coal Controller, It 
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has been stated by the N.C.D.C. with the emergence of competition in the 
coal industry, while the private sector collieries could give unauthorised 
rebates and commission, this could not be done by the N.C.D.C. in contra- 
vention of the statutory provisions. Moreover the N.C.D.C. found its com- 
petitive position further unfavourable because its terms and conditions 
required the sales tothe private parties to be supported by bank guarantee 
or letters of credit, a practice which, it is stated, is not ordinarily followed by 
the private sector collieries. With a view to making its terms and eondi- 
tions of sale more attractive in these circumstances, the N.C.D.C. decided 
to allow longer periods of credit to the middlemen. Earlier, there was no 
definite directive or decision of the Board as to the pericd up to which credit 
could be offered. The Board’s resolution dated 25-6-1960 regarding the levy 
of interest on outstanding bills did, however, indirectly imply that the 
period of credit might be allowed up to 60 days. 


26. It has been reported that while some of the middlemen, particularly, 
M/s. S. K. Kahansons had heen getting credit period of 60 days, in the case 
of other middlemen the credit period was much shorter. At their 69th meeting 
held on 8lst August, 1963, the Board of Directors authorised the Mana- 
ging Director to allow in specific cases credit period up to 120 days, We 
understand. that, in practice, credit period of this duration was hardly allowed 
by the N.C.D.C. to any party, What was done subsequently was that the 
official credit period which earlier did not exceed 60 days, was increased 
formally to 90 days in most of the cases. However, the effective credit 
period enjoyed by some of the middlemen got considerably extended beyond 
90 days due to various factors includimg inter alia the following :— 


(i) Inordinate delays in the receipt of bills from the collieries which 
despatched the coal. According to a Committee* headed by 
Shri A. B. Guha, the delay ranged from 2 to 12 weeks which was 
noticed in the case of a few middlemen like M/s. 8. K. Kahansons, 
M/s. Karam Chand Thaper etc. from certain collieries, (It may 
be added that the credit period is generally reckoned from the 
date of receipt of bills by the middlemen. Any delay in billing 
has, therefore, the effect of extending the effective period of 
credit). 

(ii) delays in the receipt of cheques from the middlemen. 


(iit) delays for periods ranging from 8 to 9 weeks negotiating/encash- 
ment of cheques, particularly the out-station cheques, the cheques 
issued by middlemen. 


27. The Guha Committee has observed that the actual period of credit en- 
joyed by the middlemen in some cases ranged from 7 to 8 months, We have no 
evidence that positive and effective steps were taken by N.C.D.C. to speed up 
the billing procedure and to ensure that there are no inordinate delays in 





*In May, 1967, the N.C.D.C. had apponited a Committee with Shri A. B. Guha as Chairman 
and the Financial Controller and Sales Manager as members to look into the circumstances in 
which dues against private parties got accumulated and to recommend measures for bringing 
down steadily the outstandings beyond the credit period against M/s. 8. K. Kahansons, M/s. 
Karamchand Thapar & Co. and M/s. 8. D. Sethia & Co., within a reasonable time. The 
Committee made its report in December, 1967. 
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recovery of dues from the middlemen. We made a study of the position with 
reference to the coal bills for different middlemen for a period of few months. 
Some of the cases relating to despatches made in April, 1967 where the effective 
period of credit for the middlemen was considerably more than 9) days are 
listed below— 


TaBLEe 11: Realisations against bills matured in August 1967 


Period of 





Date on which the Date of Date of 








fortnight bill was received receipt encash- 
during oo ——~, of ment of 
which By By cheques cheques 
coal was Sales middlemen from the 
despatched Office middlemen 
M/s. S. 1%. Kahansons 
(¢) Ss “Ks 15-4-67 15-5-67 15-5-67 29-11-67 10-1-68 
(it) va Pe 16-4-67 15-5-67 15-5-67 29-9-67 8-11-67 
(7) os a 30-4-67 15-5-67 15-5-67 30-9-67 25-10-67 
M/s. Natwarlal Shamaldas 
(iv) Ss ae 15-4-67 12-5-67 15-5-67 23-9-67 17-10-67 
(v) ais = 15-4-67 12-5-67 15-5-67 23-9-67 19-10-67 
(vi) ee 3 12-5-67 15-5-67 15-5-67 23-9-67 7-10-67 
M/s. 8. D. Sethia & Co. 
(vit) as rg 30-4-67 12-5-67 15-65-67 6-10-67 16-10-67 








28, It would have been more in accordance with good business practice 
to have conceded even a larger amount of commission or rebate than to have 
undertaken uncertain liability by allowing them to make payments over extend- 
ed periods of credit. The main purpose of allowing the credit period to the middle 
men is to give them reasonable time to collect the dues from their clients and 
thereby liquidate their liability to the N.C.D.C, In most of the cases, the middle- 
men manage to realise dues from their clients within a much shorter period. 
than 90 days where as the effective credit period enjoyed by them from N.C.D.(. 
extends considerably beyond 90 days. We understand that the credit period 
allowed, by the leading producers in the private sector is about 30 to 45 days 
in most of the cases and even if another 15 days or so are taken by the middle- 
men to make payments, a large part of the dues is realised within 45 to 60 days. 
The decision of the N.C.D.C. to allow longer periods of credit had a serious 
implication in so far as it afforded an opportunity to the middlemen to utilise 
the money of the N.C.D.C. for their own use, may be for a limited period, after 
realising the same from the actual coal-consumers. This was partly responsible 
for the problem of large outstandings against the middlemen, particularly M/s 
8. K. Kahansons who invested large amounts in some other enterprises in which 
the money got blocked up. We feel that if in the past the N.C.D.C. was finding 
it difficult to compete with the private sector collieries because the latter were 
reported to be giving unauthorised rebates, the proper course of action for 
N.C.D.C. was not to give indirect and uncertain benefit to the middlemen hy 
way of longer credit period, but to bring the matter to the Government in order 
to ensure that either it was also allowed to give higher rebates/commission or 
an effective way was found by the Government to check the private sector 
collieries from violating the Colliery Control Order. Alternatively, the Govern- 
ment could have been asked to convert the fixed prices into ceiling prices for all 
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slack coal, After decontrol*, the position has, of course, changed and the N.C.D. - 
C. can now offer competition in a more direct way. It is now necessary to cut 
down the period of credit to bring it close to the period during which the 
middlemen manage to realise dues from their clients. In our view, the credit 
period. should not exceed 45 to 60 days and if in certain specific cases, longer 
credit period has to be allowed, this should be done for good and sufficient rea- 
sons to be recorded in detail. As stated in a subsequent paragraph, the agree- 
ments with the middlemen‘should contain a stipulation for interest being charged 
on outstandings beyond the credit period. 


29. As regards financial coverage, it appears from a note submitted for 
consideration of the Board of Directors at their 38th Meeting held on 25th 
June, 1960 that at that time the sales to private parties were supported by bank 
guarantee, letters of credit or cash deposits to the extent of full value of the coal 
supplies. However, with the growth of production and under the stress of 
competition, relaxation was made in this condition and the middlemen were 
gradually allowed business in excess of the bank guarantee/letter of credit. 
Till January, 1963 there was no definite order or decision regarding the extent 
to which the middlemen should be allowed business beyond the financial 
coverage. By then it was discovered by.the.N.C.D.C. that outstandings against 
one middleman namely, M/s. S. K Kahansons had. mounted up beyond all pro- 
portions and had exceeded their bank guarantee to a considerable extent. 
The matter was brought up by the Sales Department before the then Managing 
Director, who after taking into account a number of factors including inter 
alia the changing complexion of the coal market from a seller’s to a buyer’s 
market and the practice followed by large producers in the private sector 
recorded a note dated 24th January 1963 in which it was laid down that (i) 
the business with M/s. Kahansonsshould be allowed up to Rs. 30 lakhs against 
the bank guarantee of Rs. 5 lakhs and (%) im the case of other middlemen it 
should be allowed up to double the amount of the bank guarantee. It appears 
that the main considerations for allowing greater volume of business with M/s. 
Kahansons were that (2) they were already doing higher level of business with 
the N.C.D.C. and it was felt that restrictions on business with them might result 
in loss of orders effecting the coal production of N.C.D.C. (a) they had offered 
to hypothecate some of their properties to the N.C.D.C. to coverthe outstanding 
amount as they were unable to increase the bank guarantee and (7) they had 
agreed to pay interest on the outstanding amounts. It may be added that the 
sales policy thus laid down, by the then Managing Director did not come up for 
consideration at any meeting of the Board of Directors at that time. Subsequent- 
ly, the position in respect of M/s. S. K. Kahansons was reviewed. by the Board 
of Directors from time to time. As regards the other middlemen, the policy 
enunciated in the note of 24th January 1963 is still supposed to be in force. 
However, it has been reported that on a number of individual references made 
by the Sales Department from time to time, the successive Managing Directors 
have been allowing relaxations so as not to refuse any business with the middle- 
men particularly the principal middlemen upon whom the N.C.D.C. depended 





*Jt, is noticed that Section 6 of the Colliery Control Order 1945 which specifies the amount of 
brokerage or commission to be paid to middlemen has not been formally rescinded. The continu- 
anco of this Section after the total decontrol of coal price appears to be inconsistent. It is suggested 
that the advisability of amending this Section may be considered by the Government. 
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for sale of its slack coal, Thus, in so far as the principal middlemen are concern- 
ed, they are in a position to do business with N.C.D.C. many times in excess 
of their bank guarantee/letter of credit as shown in the table below:— 


TaBLe 12: Financial coverage vis-a-vis volume of business 
(Rupes lakhs) 





Outstanding as on 31-5-68 Deducted 


Middlemen Bank coo a Ss amounts 
guarantee Beyond Within Total (disputed 
credit: credit amounts 
period period and 
counter 
claims) 





1 2 3 4 5 6 


8S. K. Kahansons— 








(a) Harduaganj, Power Station Se 1-41 22-54 23-95 _ 
(6) Other consumers. a 7-00 23-32 22-90 46-22 2:59 
(9:59 @@ 
’ Total ae 7:00 24-73 45-44 70.17 2-59 
(9:59 @@ 
K.C. Thapar & Co. 4-00 7-02 17-96 24-98 1-39 
8. D. Sethia & Co. ae on 2:00 4-99 14-04 19-03 1:35 
Ikrahnandi Coal Co. ow we 0:35@ 4°53 16-48 21-01 0:88 
Khas: Dharambad Colliery 2-50 764 18-07 25:71 0-79 
Total ss 15:85 48-91 111-99 160-90 7-00 
(14-00) @@ 
AIl other middlemen (41 in all) 33-36. 36-32 644 42-76 NA, 
Grand Total. Ms .. 39:21 85-23 «118-43 208-66 7-00. 
(14-00)@@ 





‘The bank guarantee provided by this firm earlier was Rs. 1-15 lakhs. This was reduced 
to Rs. 0-35 lakhs by 31st May, 1968. The firm has proposed to furnish an insurance cover instead 
of bank guarantee. The matter is reported to be under consideration in N.C.D.C, 


@@The figures within brackets are the actual deductions where the other figures are as shown 
by the N.C.D.C, inits statements. It appears that in respect of M/s. 8. K. Kahansons, the 
N.C.D.C, is taking into account only those deductions which in its view merit consideration 
and other amounts are not being shown by it as the disputed items. 


Tt will be seen from the above table that while the financial coverage 
provided by the 5 principal middlemen formed quite a small proportion of their 
business with the N.C.D.C., the financial coverage of the other middlemen is 
comparatively large in relation to their business. This is mainly because while the 
five principal middlemen have been given relaxations from time to time to do 
business many times their bank guarantee, the volume of business allowed to a 
large nurober of other middlemen (and also to the new parties) is generally 
twice the amount of bank guarantee. Under the present conditions, the impact 
of bank guarantee is unequal on different parties and this might be one of the 
contributory factors standing in the way of distribution of N.C.D.C.’s business 
over a sufficiently large number of middlemen in the proportions which may be 
_- M/P(D)248MofS&M—11 : 
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in the best interest of the Corporation. It is necessary that the N.C.D.C. 
should make a review of the present system and take a clear-cut decision as to the 
extent of business which can be allowed to different middlemen in relation to 
the bank guarantee. It may he difficult to lay down a rigid policy in this regard 
but what is necessary is to ensure that the system of bank guarantee helps in 
reducing the dependence of N.C.D.C. on a few middlemen for disposal of its 
slack output. Moreover, it is essential that decisions for different middlemen. are 

based more on the credit-worthiness of the parties concerned rather than on the 
volume of orders which the parties may be in a position to bring as has been 
the practice in the past in some cases. The N.G.D.C. has been in the coal niarket 
for the last 11 years and through experience it must have adequate knowledge 
by now, about the credit avorthiness of different middlemen in the coal trade. 
Further, it requires to be examined by the N.C.D.C. how far the present form 
of bank guarantee is satisfactory both from legal and financial angles. In any 
case, it should be renewed well in advance. At present, the bank guarantee is 
provided by the firms for a specified period, generally for one year, at a time 
and the N.O.D.C. loses control over the amount involved if by the last day of 
the year, the guarantee is either not renewed by the firm or itis not. encashed 


by the N.C.D.C. 


30. We have been told that the N.C.D.C.’s terms and conditions of sales 
are more stringent than those of the private sector collieries in so far as (¢) 
against the middlemen’s commission. of 37 paise per tonne allowed by the 
N.C.D.C. on grade T slack oN the rebate available from the private sector 
collieries ranged between Rs. 1-50 and Rs, 2-50 per tonne, (¢) in respect 
of Grade II and Grade ITT coal, the maximum rebate given by the N.C.D.C. 
does not exceed Rs, 2-50 per tonne agaist the rebate of Rs. 3 to Rs. 9 per tonne 
given by the private traders; and (#7) there is no system of financial coverage in 
the private sector which constitutes 5/6th of the coal industry. We have no 
reliable information regarding the extent to which unauthorised rebates were 
given by the private sector collieries'in the pre-decontrol era, It may be that 
different collieries might have been giving quite high rebates in different situa- 
tions to dispose of their output of slack coal. Some of the middlemen informally 
told us that they got commission of 75 paise per tonne on slack coal from some 
of the organised leading producers. As pointed out, earlier, however, against the 
unauthorised rebates reported to be available from the private sector collieries 
the middlemen have been getting indirect benefit from the N.C.D.C. by way of 
longer periods of credit. In any case, the position in this respect has completely 
changed after the decontrol as adjustments can now be made hy N.C.D.C. also 
in the rate of its commission. 


As regards financial coverage, it appears that this system is not altogether 
absent in the private sector. In a written reply dated 3rd November, 1967 to 
a query made by the Guha Committee, it was stated by one of the leading pro- 
ducers in the private sector that “depending on the standing of the consumer 
(or middlemen), some sales are covered by an L. C. through a bank nominated 
by us and through experience we have learnt that this would appear to be the 
best way of ensuring payment of our dues within the credit period’. Another 
company in its reply dated 4th November. 1967 stated that “except for our 


143 


well-known middlemen and large customers, we do require a bank guarantee or 
in some cases, a cash deposit equivalent to one month’s supply or so.” The 
Sales Department of N.C.D.C. has, however, contended that these firms hardly 
insisted on financial coverage in actual practice. In any case, we feel that while 
the private sector may afford to do business without any bank guarantee, this 
can hardly be done by N.C.D.C., operating as it is more on impersonal basis. 
The middlemen of repute and long standing can manage to get bank guarantee 
on the deposit of a small percentage of amount or on the security of their im- 
movable property and it has been estimated that, for them the cost of providing 
financial coverage may -amount to about 2 paise per tonne if the volume of 
business done by them is 5 times the bank guarantee. The cost will be corres- 
pondingly higher if the volume of business is comparatively lower in relation 
to the bank guarantee. It is, of course, recognized that the actual figures of 
cost may vary from party to party depending upon the conditions on which 
the bank guarantee can be obtained by them. We would suggest that while 
maintaining the system of bank guarantee or providing some such alternative 
as insurance cover taken out by the middlemen, the N.C.D.C. may examine the 
different situations and if any of its disadvantages are required to be neutra- 
lized in specific cases in order to offer better competition in the coal market, 
this may be done through suitable adjustments in the rates of commission/ 
rebates. 


31. We would also like to mention certain other aspect of the system of sale 
of coal through the middlemen. We have been informed that under the trade 
practices, the relationship between N.C.D.0. and the middlemen is that of a 
seller and buyer and not that of a principal and agent. The sale of coal to the 
middlemen is on f.o.r. colliery basis and, therefore, they are responsible for 
missing wagons, shortages at destinations and also for quality of coal at the 
destinations. Notwithstanding this, we find that deductions from the coal bills 
have been made by certain middlemen, particularly M/s. 8. K. Kahansons for 
quality complaints and for shortages at destinations and also in certain cases 
for missing wagons. We are, of course, aware that the N.C.D.C. are not allowing 
the claims of the middlemen in these respect. The point we wish fo emphasise 
is that in order to avoid any kind of dispute, it is desirable that the functions 
and liabilities of the middlemen are clearly defined in the agreements with them 
rather than leaving the same to be determined by what goes in the name of 
trade practice. We have seen some of the letters of agreements exchanged bet- 
ween the N.C.D.C. and the middlemen. In a number of cases these agreements 
are rather sketchy and leave many vital points regarding the functions and 
liabilities of the middlemen untouched. It is desirable that in future the agree- 
ments with the middlemen taking large and regular coal supplies from N.C.D.C. 
are executed in a regular form in consultation with the Legal Adviser. 


32. One of the main problems in respect of coal supplies through middle- 
men is regarding the delays in realisation of dues. As stated earlier, the credit 
period of 90 days formally allowed by N.C.D.C. gets extended in a number of 
cases due to the delays in submission of bills to the middlemen. In addition, 
delays are also involved in receipt of cheques from the middlemen and in the 
encashment of cheques. A considerable amount remains outstanding against 
the middlemen for quite some time after the credit period. On 31st May 1968 

M/P(D)248MofSM&M~-11A 


144 


the total outstandings beyond credit period against all the middlemen and 
selling agents amounted to Rs, 85-23 lakhs which represented over 2 months’ 
sales done through middlemen. Most of these overdues are over one year old. 
Of all the middlemen, the outstandings beyond credit period against M/s. 8. K. 
Kahansons have all along been the largest. There has been. lack of prompt and 
resolute action on the part of N.C.D.C. on many points in dealing with this 
firm. From time to time some decisions were taken, but no effective action 
was taken to realise the dues; nor was the business with this firm reduced. 


33. In the past, the N.C.D.C. had been hesitant in taking strong action 
including suspension of despatches to the defaulting middlemen on the appre- 
hension that this might result in curtailment of orders for slack coal which might 
lead to curtailment of coal production and thereby increase the cost of pro- 
duction. One of the factors which made the comparative position of N.C.D.C. 
weak was its dependence on only a few middlemen for disposal of its output of 
slack coal. This was because N.C.D.C. adopted a rule that supplies to the same 
consignee were made only through one middleman. However, even in that 
situation the N.C.D.C. could have taken a firm stand in certain cases keeping 
in view of the fact that (7) the middlemen were to meet their own contractual 
obligations for supply of coal to their clients and, therefore, it was difficult for 
them to face suspension of despatehes for long.(7/) most of the supplies of slack 
coal made by the middlemen were to power stations and these orders could not be 
transferred to private sector collieries ovemight in view of the contracts entered. 
into by the middlemen for supply of coal from the collieries on approved lists 
drawn by the stations. In order to provide greater safeguards in future, it is 
necessary that concerted efforts are made by N. C.D.C. to see that to the extent 
the sale of coal has to be arranged through middlemen, the busiress is distribut- 
ed over a sufficiently large number of middlemen so that dependence on a few 
middlemen is avoided. The N.C.D,C. might argue in this connection that, 
placed as it is in a buyer’s market, it has little choice in the selection of middle- 
men. However, we feel that with tact, skilland determination, the N.C.D.C, can 
influence the buyers in the appointment of middlemen. When any middlemen 
submits tenders for coal supplics to any consumer, he has to obtain the consent 
letter of the colliery concerned, This affords the N.C.D.C. an opportunity to 
exercise its choice in the selection of middlemen. Further, according to the 
practice followed at present by N.C.D.C., the coal supplies from a particular 
colliery are not made to the same consumer through more than one middlemen. 
We have been told that this a “general convention which by and large is 
followed by the organised sector, particularly British Houses though exceptions 
might have occurred even in their case to this practice due to deterioration in 
market conditions’. We feel that this practice has made N.C.D.C. dependent 
on a few middlemen for disposal of its slack output which is not in the interest 
of N.C.D.C. We see no reason why N.C.D.C. should continue following this 
practice. In this connection it may be added that at one stage supplies from 
Giridih to the Barauni Thermal Power Station were made only through M/s. 
Bhowra Coke Co. but later on a part of the coal supplies (i.e. 25 per cent) began 
to be made by the Sale Department through M/s. 8. K. Kahansons also on the 
reasoning thatit was risky to “put all the eggs in the same basket’. Subse- 
quently, in early 1963, the N.C.D.C. persuaded the Power Station to accept 
the entire supplies through M/s. S. K. Kahansons violating its own precept. In 
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its letter of 6th February, 1963, the Sales Department wrote to the Power 
Station authorities that the decision taken in this respect was final and that: 
they might “approve the entire supplies being made through 8. K. Kahansons 
& Co. and. accept their bills accordingly.” We understand that this arrangement 
was agreed to by M/s. Bhowra Coke Co., but later they protested. The main 
point to make is that in certain situations the N.C.D.C. can have a effective 
say in the appointment of middlemen. It may be added that the business from 
M/s. Bhowra Coke Co. was diverted to M/s. Kahansons in 1963 when the sales 
Department had already informed the Managing Director that the overdues 
against the latter had accumulated to a considerable amount. By this arrange- 
ment the dependence of N.C.D.C. on M/s. Kahansons increased further. Sub- 
sequently, when the question of reducing business with M/s. Kahansons came 
up before the N.C.D.C. Management, the Sales Department pleaded helploss- 
ness and no positive solution was devised by it. What is required for the future 
is to design the sales policy in such a way that N.C.D.C. gets out of the present 
situation in which it feels helpless in taking any action against the defaulting 
middlemen and for this purpose it is necessary to reduce dependence on afew 
middlemen. 


34. We would like to mention some.of the other points also which have a 
bearing on the speedy recovery of dues fromthe middlemen and also from the 
Government parties. The need, for speeding up the billing procedure has already 
been stressed by us in our First Report. We have observed therein that it 
might be considered whether bills ean be prepared daily and for each consign- 
ment. As, however, there might be practical difficulties in adopting the billing 
system on daily basis, we suggest that efforts should be made by N.C.D.C. to 
introduce. billing on weekly basis. It may be added that a decision was earlier 
taken by the N.C.D.C. in the Managing Dircctor’s Co-ordination meeting 
held cn 12th and 13th March, 1965, to change the billing system: from fort- 
nightly to weekly basis. We find that subsequently no action was taken by the 
N.C.D.C. to implement this decision. The system may be introduced now and 
it should be ensured that bills are prepared and despatched immediately after 
the close of a week. The Accounts and the Sales Departments should keep 
« close watch over the situation and all in-ordinate delavs should le promptly 
investigated and responsibility for the same should be fixed. ln regard to the 
realisation of dues, what is required is a process of incessant and, direct contacts 
with the defaulting parties both Government and private. The unit in the 
Sales Department responsible for realisation of dues from the middlemen should 
be suitably strengthened so that the collection drive may be made more vigo- 
rous. Further, there is need to make early settlements about the deductions 
made by the middlemen coal bills on various grounds. ‘The debit notes issued 
by the middlemen should be attended to promptly by the collieries concerned. 
In the past, there had been considerable delays on the part of N.C.D.C. in 
attending to the disputes, and this can hardly be regarded as satisfactory for a 
commercial undertaking. 


35. Another measure which may help in the speedy recovery of dues from 
middlemen and also from, the Government parties is to levy interest on out- 
standings beyond the credit period. As far back as 1960, the Board of Directors 
decided at their 88th Meeting held on 25th June 1960 that interest at 7 per cent 
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should be charged on all bills for supplies of coal made on or aiter st July 1960 
that remain unpaid for 60 days or more after the date of billing. Further, at 
their 59th meeting held on 6th August 1962, the Board of Directors decided to 
enforce the levy of interest on outstanding beyond 60/90 days and to consider 
the principle of a rebate being allowed for payments made within a specific 
period, It has been reported that these decisions could not be implemented 
because (7) the biggest Government party, namely, the Railways refused to 
accept the clause regarding the levy of interest charges, (72) in the case of 
middlemen the levy of interest was not insisted upon because this would have 
affected adversely the sale of slack coalin a highly competitive market. How- 
ever, in view of the fact the large amounts remain outstanding against all the 
parties, the question of levy of interest has to be considered afresh. In fact at 
their 102nd meeting held on 4th May 1968, the Board of Directors have, on 
the basis of the recommendation of the Guha Committee already decided that 
interest at the rate of 84 per cent may be charged on overdues from a given. 
date to be specified in the notice to the parties concerned. What is now required 
is to implement this decision effectively. In future, the agreements made by 
the N.C.D.C. with various parties should contain a stipulation regarding the 
levy of interest on outstandings beyond the credit period. 


36. These are some suggestious which occur to us for making an effective 
beginning in the recovery of owtstandings and in ensuring that in future there 
are no undue delays in recovering the payments for coal supplies to middlemen. 
It is not that these are the ouly ways possible. In any case, it is not for the 
Committee to suggest what positive measures should be taken in this behalf. 
Fact remains that the past record of the N.C.D.C. in this respect is hardly 
flattering. The overdue accounts, that is to say, outstandings beyond the credit 
period began to accumulate as early as 1962. From time to time, the matter had 
been placed before the successive Managing Directors, and the Board of Direc- 
tors. Moreover, the Board had seen the periodic statements of overdues. It is 
surprising to find that over all these six years the N.C.D.C. has not found it 
possible to devise effective action and thatthe situation was allowed to get out 
of control. The Sales Department and the Managing Director had come to know 
that the middlemen had been recovering the payment for coal from the con- 
signees and retaining the sales proceeds for their own use even beyond the 
stipulated credit period. The seriou ‘ness of this situation where private parties 
are allowed to default on the obligation to the N.C.D.C. and to make use of the 
funds for their own purposes would not seem to have been realised either by 
Sales Department, Managing Director or the Board of Directors. Every time 
some action was indicated, it was found that for some reason or other it would 
not be implemented. However, there was no positive thinking in the matter. It 
would seen that the seriousness of a private party utilising the funds which 
should have been duly paid to the N.C.D.C. was either not realised or there was 
inability to evolve positive action in making recoveries of these outstandings, - 


CHAPTER XII 
TRANSPORT 


The economy of working of the National Coal Development Corporatioii 
is affected by transport difficulties in more than one way. Firstly, the inade- 
quate and irregular supplies of wagons affect the coal production of the N.C.D.C. 
adversely. Secondly, the erratic supplics of rakes for slack and steam coal 
and the inadequacy of the free loading time allowed by the railways result in 
detention of wagons in the collieries to a considerable catent with consequent 
financial loss on account of demurrage charges to be paid by the collieries to the 
Railways. Thirdly, due to the restrictions imposed by the Railways on coal 
movement under the Rationalisation Scheme, the market for coal particularly 
of the slack size, produced by the N.C.D.C. collieries in the outlying coalfields 
gets limited. These aspects are discussed in the paragraphs to follow : 

Tnadequate supply of wagons— 

2. The traffic in coal has an important place in the Railway’s operation, 
constituting as it does about 33 per cent of total freight traffic on the railways 
and yielding ahout one-fourth of the totalrevenue from goods traffic, (including 
computed revenue from Railway's own Materials). With the transport capacity 
already developed and that being developed, the Railways should be in a 
position to provide a satisfactory service and to meet all the reasonable traffic 
demands cf the coal industry. There are, however, widespread complaints from 
the collieries both in the public as well as private sector that the supply of 
wagons remains mostly less than the indents and also the allotments. The 
N.C.D.C, has reported that in. some of its collieries in the Karanpura fields and 
also in the Madhya Pradesh area, the transport difficulties were very acute in 
morerecent months, That the wagon supply often falls short of requirements 
of the collieries is borne out by the followmg table showing month-wise figures 
of wagons indented, allotted, supplied and loaded in the N.C.D.C. collieries 
during the year 1967-68 and during the first three months of 1968-69 : 


Tanve |: Transport position in the N.C.D.C. Colliertes during 1967-68 
and first three months of 1968-69. 


(Nunnber of wagons in four wheelers) 





Indents@ Allotments Supply Loading 








April, 1967 es Be axe 41,415 32,910 31,124 29,404 
May, 1967 is % ee 43,060 32,212 29,998 30,182 
June, 1967 ra Pe oe 42,151 31,19) 28,337 297,779 
July, 1967 ‘eas ee es 37,562 29,723 28,255 28,567 
August, 1967 Pa oe re 32,034 29,245 28,180 25,948 
September 1967 de is 2s 33,040 30,696 29,967 29,242 
October, 1967 8 a ‘és 33,164 29,812 28,507 27,484 
November, 1967 Px uk Be 32,542 30,897 30,036 29,48 


Deeeinber, 1967 wo . a 38,450 33,861 32,336 31,909 
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TaBLE J—contd. 
(N umber of wagons in four wheelers) 





“Indents@ ‘Allotments Supply Loading 














January, 1968 re ne ae 35,570 32,477 i 30,370 30, 707, 
February, 1968 a8 rs ee 39,588 32,14] 31,405 30,369 
March, 1968 ae oes as 40,122 35,402 33,783 32,951 
Total (1967-68) oy 450,707 380,567 362,418 354,240 
1968-69 . 
April, 1968 a iva ae 40,726 35,804 34,790 34,442 
May, 1968 oe oe és 46,470 34,323 32,709 32,478 
June, 1968 en a an 51,571 32,667 30,224 30,415 





@the figures in the column represent essentially the coal loading program meintimate the 
Railways. In the case of rake loading collicries, there is no placement of indents on day-to-day 


basis. 

It will be seen that the wagon supplies remained considerably below the 
indents (i.e. the loading programme) throughout the period under review. We 
are, of course, aware that to some extent over-indenting of wagons is done by 
some of the collieries particularly in the'Madhya Pradesh area in the hope that 
by doing so, they might get higher supples of wagons than what they would 
otherwise get. It will further be noted that the actual supplies of wagons re- 
mained lower than the allotments by 18,149 wagons during the year 1967-68 
and by 5,071 wagons during the period of subsequent three months. As 
regards the actual loading, the ratio of the wagons loaded to the wagons supplied 
was quite high i.e. about 98 per cent during the year. We made enquiries as 
to why all the wagons supplied could not, be loaded by the collieries. It was 
observed that in certain cass rakes of Box wagons had to be returned empty 
because the wagons were received by the collieries at a time when adequate coal 
of the size for which the wagons were supplied was not available in the bunkers 
or otherwise there were certain loading difficulties. In certain other cases, 
due to inadequacy of free loading time allowed by the Railways, the collieries 
had to return empty one or two wagons of a full rake in order to avoid detention 
of the whole rake. This aspect is discussed further in a subsequent paragraph. 

3. We have come across a number of cases where the collieries had had to 
curtail production only cn account of transport difficulties. Such a situation 
not only leads to labour unrest but also affects the financial position of the 
N.C.D.C. adversely, The total production of coal in the N.C.D.C. collieries 
during the year 1967-65 amounted to about 10-35 million tonnes, But for the 
transport difficulties experienced by different collieries during the ycar, the coal 
production, of N.C.D.C, could have been higher particularly in view of the fact 
that the coal orders secured by the N.C.D.C. for the ycar axe reported to he of 
the order of about 12-0 million tonnes. It has been reported that in more 
recent months the coal production has suffered in the collieries in Bisrampus 
and Kurasia areas due to transport difficulties. Shortage of wagons is also 
reported to have affected production in the Kargali washery and Sawang collie- 
ry. [tis necessary that concerted efforts are made by the Railways to improve 
the wagon supply position in the N.C.D.C. collieries. It may be helpful if an 
operational plan is prepared by the N.C.D.C. and the Railways jointly every 
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year tor the movement of coal from each colliery on month-to-month basis 
keeping in view the trends and prospects of coal production in different collie- 
ties, The plan might be reviewed from time to time in the light of the actual 
position obtaining on the Railways and in the collieries concerned, 


4, It has often been suggested by the Railways that the coal industry 
should endeavour to step up coal loading during the slack months (i.e. July to 
October, or so) when adequate transport capacity is available on the Railways 
so that the collieries may not have to push up their indents during the busy 
period from November to June when there is otherwise greater pressure on the 
Railways due largely to increase in tr ffic in general goods. There are a number 
of practical difficulties in implementing this suggestion, the more important of 
which are briefly mentioned below :— - 


(i) The coal industry is such as not so seasoual that the planning of coal 
production may be done strictly on a fluctuating basis from one 
period to another. There is some curtailment in coal production in 
the collieries during the rainy season but this isthe period which is 
slack from the Railways’ point of view also. To this extent the 
slack periods of the coal industry and of the Railways are parallel 
and the former cannot be expected, to arrange for higher loading 
during this period. 


(it) The coal industry’s ability to stock coal in the “busy season’ to be 
loaded in, the subsequent “slack season” when there is abundance of 
wagons, is limited due to several factors including inter-alia (a) 
lack of sufficient storage aud stocking space at collieries, (6) finan- 
cial implications of keeping the coal stocked, (c) deterioration in 
quality of the coal stocked and (d) danger of coal stocks catching 
fire due to spontancous combustion. 


(vii) The major consumers of the N.C.D.C. coal are the Railways, Steel 
Plants and Power Houses. They cannot be forced by the N.C.D.C. 
to take supplies of coal beyond their requirements during the slack 
period. ; 


Suggestions have been made from time tv time that in order to encourage 
the coal consumers to take greater supplies of coal during the slack season, the 
Railways might consider giving some financial incentive by way of a rebate, 
say upto 10 per cert, in the freight on coal moved in slack season, Another 
way of achieving the objective is to levy a surcharge on coal freight during the 
busy season. Moreover, the Railways can also provide some incentives by a 
system of deferred freight charges and by giving their vacant land in the pre- 
mises of various railway stations to coal consumers on nominal rent for stock- 
ing coal transported during the slack period. Fcr the reasons stated above, we 
are of the opinion that the effect of these suggestions will not be large. Hew- 
ever, to the extent these measures can help in reducing the overall fluctuations 
of traffic demands, these merit serious consideration of the Railways. Jt may 
be added that fluctuations in traffic demands on the Railways in busy and slack 
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seusous are a normal feature on most of the Kailways of the world and. it is di- 
ficult particularly in a free economy, to eliminate such fluctuations altogether 
though these may be reduced to some extent through incentive measures like 
differential seasonal freight rates etc. Planning for capacities on the Railways 
has, therefore, to take into accownt the seasonal fluctuations to a certain degrec. 

Irregular and erratic supply of wagons—- 

5. Another complaint voiced by most of the N.C.D.C. collieries is about 
the irregularity in the supply of wagons fron: day to day. The irregularity 
occurs with regard to (a) timing of supply of wagons and (6) proportion and 
sequence of steam and slack rakes. This is one of the most significant factors 
attecting production at the collieries and is also responsible for prolonged 
detentions and empty return of wagons. The problem may, therefore, be 
discussed at some length. 


6. In the first instance a few relevant considerations which have a bearing 
on the requirements of collieries for wagon supplies in a particular manner may 
be mentioned. Production of Run-of-Mine coal consists of steam and slack 
sizes roughly in the proportion of 60: 40. Therefore. the supply of rakes for 
steam and slack coal is needed by the collieries in this proportion. ‘This is parti- 
cularly so because mixed rakes for steam aul slack ecabare not supplied by the 
Railways, Secondly, most of the N.CD.C, collieries have mechanical loading 
arrangenients and, therefore, they are required to arrange loading of coal only 
in Box rakes because piecemeal movement of coal is not allowed to them by the 
Railways. Thirdly, ander the preset railway rules, arv rake supplied to a colli- 
ery can be loaded with only that size of coal (whether steam or slack) for which 
it ts earmarked by the Railways. There are separate bunkers for steam and slack 
coal bit the loading point is oue and the same. Under these circumstances, 
every colliery needs certain fixed time: intervals to be able to load a steam rake 
or a slack rake fully and these time-intervals differ from colliery to colliery de- 
pending inter alia upon the daily average production of different collieries. 
Thus. for instance the collieries of Bhurkunda and Gidi’.V’ can load one rake of 
steam coal after every 24 howrs and one rake of slack coal after every 36 hours 
(Sundays and holidays being excluded in calculating these intervals), [f 
the supply of wagons can be regulated so as to ensure that the collieries are 
supplied with steam and slack rakes at these intervals, the problem of detention 
of wagons may be eliminated altogether. However, in actual practice this 
rigid cycle of supply of rakes 1s difficult to be maintained. To some extent varia- 
tions in the timing of supply of wagons from the ‘standard intervals’ can be 
absorbed without any adverse effect dus to the existence of bunkers in the colli- 
eries. As, however, the flexibility afforded by the existing bunkers and mecha- 
nical loading arrangements is limited, any wide variations i timing of supply 
of wagons from the ‘standard intervals’ create problems for the collieries. 


7. Astudy of the timing of supply of wagons in the Karanpura area over a 
period of few months has shown that the supplies made by the Railways are 
highly irregular and without any regard to the “standard intervals” needed by 
the collieries. The fcllowing table shows the position in this respect in Sayal 
‘D’ colliery tor the month ef January, 1968 and in Bhurkunda colliery for the 
first 10 days of November, 1967: 
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Tance 2: Irregularity in timing of supply of rakes in Sayal ‘D’ in January 
: y Yl Y, 











Steam rakes Slack rakes 
pas nie ne ey te cece ee ae ce etme ee Ps 
Date Time of “abies Date Yime of Tate alk. 
supply between supply between 
consecutive consecutive 
O'clock takes (Hrs). O'clock oe (Hrs.) 
3-1-68 20-35 iy 8- 1. 68 6-00 40-30 
6-1-68 23-30 74-55 11-1-68 23-05 89-05 
10-1-68 12-15 60-45 14-1-68 19-05 56°55 
13-1-68 17-35 77-20 16-1-68 22-10 38-10 
16-1-68 23-10 52-35 19-1-68 14-00 63-50 
18-1-68 17°10 43-00 21-L-GS 7-00 41-00 
20-1-68 11-00 41-50 (Suuday) 
21-1-68 7-00 20-00 26-1-68 21-00 110-00 
23-1-68 14:00 31-00 (Republic Day) 
25-1-68 21-35 55-35 28-1-68 13-15 35-15 
26-1-68 21:00 23-25 apahes 11-05 51:05 





TABLE 3. iets sh in timing of supply of oe im : Bherbiunda Fie 
first 10 days of Novels, 1967, 

















Steam rakes Slack rakes 
eh 

Date Time of Intervals Date Time of Tnterval 
supply between supply between 

consecutive conselutive 

O'clock cakes (Hts). O'clock rakes (Hrs). 
3-11-67 15:00 | 2-11-67 15-30 2s 
5-11-67 1-30 33-30 4-11-67 9-30 41-00 
6-11-67 14-15 36°45 6-11-67 3°15 41°45 
8-11-67 9-00 49-45 7-11-67 1-00 21-45 
10-11-67 14:30 53*30 9-11-67 0-05 47-05 








8, Besides irregularity in the timing, the wagon supplies are often found to 
be erratic i in regard to the proportion and sequence of supply of steam and slack 
rakes. The position in this respect in Gidi ‘A’ during the months of November 
and December, 1967 was as under :— 


Taste 4, Allotment and Supply of wagons in Gidi ‘A’, 


(No. of rakes of 28 Box wagons) 























Allotment Supply 
—_— es jamie Aen, 
Date Steam Slack Total Steam Slack Total 

11-11-67 = Be 1 1 : a 
13-11-67 - x ; rl i 1 2 
28-11-67 1 2 3 2 3 4 

5-12-67 a Ag 1 Bs “5 1 1 

6-12-67 fe ae 1 = i 2 2 

8-12-67 a er 1 ] 2 i 1 
10-12-67 l ee 1 2 2 
Sunda: 
eer re re 1 1 2 1 . 1 
20-12-67 ie e “ A ss 1 ; 1 
21-12-67 0 we 1 I 2 q ae { 
26-12-67 ie " 1 t 2 1 ss | 
30-12-67 1 2 2 1 3 
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9, Theirregular and cratic supplies of wagons affect the collieries adversely 
in a number of ways. At times, when the bunkers are over-flowing, the delay 
in the supply of wagons may necessitate stoppage of production. Int the Kurasia 
colliery alone, 72 working hours are reported to have been lost during 
one month i.e. April, 1968 due to late arrival of the empties. Tf, on the 
other hand, the empty wagons for the same size of coal (i.e. steam or slack) are 
supplied at shortintervals on any two successive days, there may not be suffi- 
cient coal of that size in the bunkers and this may lead to prolonged detention 
of wagons with consequent financial loss for the collie ies by way of demurrage 
c harges. Sontimes two rakes are supplied at the same time or the second rake 
is supplied when the first one is stillunder loading. This leads to detention of the 
second rake because there is one lone loading point in the collieries. On 
certain occasions there is bunching of rakes in “the collieries when there is 
xuccessive supply of rakes for one particular size of coal (say steam) unaccom- 
panied by supply of proportionate number of rakes for the other size (say 
slack) during the same period. On some other days the collieries find that the 
supply of rakes for one particular size of coal is in excess of the average daily 
production of the mine and/or day’s allotment. In all such cases, either the 
wagons are returned empty by the collieries or there are prolonged detentions 
of wagons. Lt may be added that the matin impact of the Railway’s operational 
irrogulariti es falls on the collieries: who haveto pay heavy demurrage charges 
on detention of wagons and. teplenishment Sa rns on the wagons retuned 
empty. Their production also sufters due to vagaries of wagon supplies. More- 
over, the irregular supply of wagons prevents’ the collieries from. introducing 
measures of econony in their costs of production. Once they are assured of 
reoularity in the su pply of wagons, they can plan their production and loading 
programmes in a much more efleetive aud ec memical manner, and thereby 
reduce their cost of production and loading because the savings in man- 
power and wage bills may he quite substantial. 1 the NCDG is able to improve 
its financial position in this wa y. itmay beable to offer better competition in 
the coal market by passing a part of its savings to the consumers including the 
Railways. The Railways and the national economy will also benefit from the 
systematic supply of wagons in so far as the wastage of transport capacity by 
wety of wagons detained or returned empty will be reduced. 


10. I is thus of utmost importance that the system of supply of wagons is 
streantlined by the Railways. It will he helpful if in the first instance a study 
is made jointly by the collieries and the local Railways concerned regarding the 
desirable “time intervals” for the supply of steam and slack rakes keeping in 
view the average daily production of the collieries and the flexibility afforded 
by the bunkers. Efforts should be made by the Railways to keep the varia- 
tions in the timing of wagon-supply from the * ‘standard intervals” to the 
minimum, For this purpose it may be necessary to make considerable 
improvements in the coal pilot operations. At present. in making allotments 
of wagons for different collieries, the Railways determine the empty Wagon 
position for each Depot Yard on the basis of (a) empties on hand and (4) 
empties enroute which are expected to arrive at the coalfields by 7 A.M. on 
the dav they are to be placed for loading. The IBRD Teani on Coal Transport 
Study which made a detailed analysis of the coal pilot operation in 1964 fonnd 
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that during a period of 15 days, out of the total number of wagons supplied 
by different Depots, only about 40 per cent were on hand at mid-night and the 
remaining 60 per cent were receivid drring the day after mid-night and 
then allotted to different pilots. Thus a large portion of the wagon supply 
per day has to be met by wagons that are en-route in trains during a portion of 
the day on which they are to be placed for loading. Quite often there are delays 
in the arrival of the empties. This explains one reason why pilots operate on 
an irregular schedule and are frequen.ly very late in placing the wagons for 
loading. By making available sufficient number of empties in the serving yard 
and with some small re-adjustment of the allotments procedure (i.e. by making 
a more realistic estimate of the empty wagon position in different Depot 
Yards on the loading day after making due allowance for the empties the 
arrival of which may be delayed beyond 7A.M.) and with better supervision 
of the pilot operations, it should be possible for the Railways: to ensure that. 
there is punctuality in timing of supply of wagons. 

11. In regard to the supply of steam and slack rakes in the desired propor- 
tion and sequence, the first requisite is the availability of sufficiently valid 
programme of steam and slack rakes from the Sales Department of the NCDC. 
Then allotments of wagons should be made by the Railways in accordance with 
the loading programme. Further, it has to be ensured that the actual supplies 
are in keeping with the allotments, It is observed that after the allotments have 
been made, the actual supplies get unbalanced between steam and slack rakes 
due inter alia to the following factors : 

(*) At times, short supplies on Railway’s account are made due to 
shortage of wagons at the Depot Yards or due to operational 
exigencies from day to day i.e, inability of the destination station to 
recelve wagons, congestion on any section, marshalling/transhipment 
yards en-route etc. 

(#i) At other times the Railways make short supplies on “‘colliery 
account’? when any wagons are already lying under detention in 
the collieries. 

(vi) The normal rule of the Railways is to make good the arrear supplies 
on the 4th day of the original date of allotment but the rule is hardly 
followed in practice. Thus it is observed that sometimes the arrear 
supplies are made good by the Railways after one day and some- 
times 2, 3, 4, 5 and 6 days. Moreover, the supplies are made by 
the Railways without examining whether these would upset the 
sequence in the supply of steam and slack rakes. 


It follows that to the extent short supplies on “Railways account” or 

n “colliery account”? can be avoided, there will be no arrear supplies to be 
made good and the problem of the supplies between steam and slack rakes 
getting unbalanced will hardly arise. We are, of course, aware of the practical 
difficulties of the Railways and also of the collieries to avoid short supplies 
altogether and achieve an ideal arrangement. What is required, however, is 
to reduce the incidence of the problem to the maximum extent possible. Short 
supplies on Railway’s account may decline to a considerable extent if adequate 
number of empties are made available on day to day basis in the Depot Yards, 
As regards short supplies on “colliery account, this question is linked up mainly 
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with the question of detention of wagons in the collieries. There is a vicious 
circle in this respect. Detention of wagons in a colliery leads to short supplies 
on “colliery account” necessitating making good of arrear supplies which may 
not always be on the days convenient to the colliery concerned. This is one of 
the factors responsible for “bunching” and for “excessive supplies” of rakes on 
particular days which in turn lead to further detentions. It is necessary to 
break the vicious circle and this can be done only with the joint efforts of the 
Railways and the collieries. As suggested in another paragraph, the free 

loading time allowed at present by the Railways should be increased suitably 
in keeping with the loading capacity of the collieries concerned. In addition 
the Railways should entertain the collieries’ requests made in good time for 
revision/cancellation of their loading programmes for particular days. The 
collieries, on their part, should improve upon their system of forecasting the 
wagon requirements. These nieasures should improve the matters considerably. 
To the extent “short supplies” cannot be avoided, the Railways should ensure 
that in this process the sequence of supply of steam and slack rakes in the col- 
liery concerned does not get unbalanced. It may be worthwhile if up-to-date 
charts for each colliery are maintained by the Railways at their Depot Yards 
indicating the progressive position of supply of steam and slack rakes on day- 
to-day basis. Further, the Railways should, also consider if it is possible to 
supply mixed rakes for steam and slack coal (in, the proportion of 60:40) in- 
stead of supplying the rakes for one size of coal only as at present. It may not 
be difficult to do soin certain cases particularly where the mixed rakes are for a 
single directional route even though more than one destination may be involved. 


Group allotment system— 


12. While making a study of the position cf wagon supplies in 
different collieries, it was found that there were occasions when on a 
particular day there were wagons in a. colliery but adequate coal was not 
available in the bunkers, while in another colliery in the same coalfield the 
position was different in so far asthe bunker there was over-flowing but there 
were no wagon supplies on that day. Further, during the period from 10th- 
20th November, 1967, while Gidi ‘C’ suffered from excessive supplies of slack 
rakes, the problem in Gidi ‘A’ colliery during the same period was of bunching 
of steam rakes. A similar situation again developed in these two collieries in the 
last week of November, 1967, with the result that whereas both the collieries 
experienced shortage of wagons for one size of coal there were detentions of 
wagons supplied for the other size of coal. Such problems may be solved to a 
considerable extent if the N.C.D.C. collieries in the same area and served by 
the same Depot Yard are treated as a group and are allowed by the Railways to 
submit a common loading programme. Even otherwise, it may be considered 
by the Railways if it 1s possible to allow diversion of rakes from one colliery to 
another in certain situations viz. when the grade of coal to be loaded is the 
seme and the despatching station is common. 


Fromulation of loading programme— 


13. The present system of formulation of the loading programme of the 
N.C.D.C. collieries is also partly responsibk. for the difficulties experienced 
by them on particular days on account of bunching of wagons cr excessive 
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supplies of wagons ete. These collieries are under the rake loading system 
and they do not have to place indents for wagons on day-to-day basis 
as is done by most of the collieries in the private sector which have 
not provided mechanical loading arrangements and other facilities to 
load rakes of Box wagons. It has been reported that rake loading is given a 
much higher priority by the Railways as compared. to the ordinary piecem >>] 
loading where the supplies are made according to the daily indents. Under 
the present system, the N.C.D.C. collieries are to intimate their loading progra- 
gramme fora month to the Sales Department in Calcutta generally three to 
four weeks in advance and the latter forwards the same to the Railways, It 
is understandable that there are various factors including inter alia power 
failure, heavy rains, break-downs of machinery, lightning labour strike etc., 
the precise effect of which on day-to-day production cannot be estimated in 
advance. However, even after allowing for these factors, it is observed that the 
loading programmes drawn up by some of the collieries are not always quite 
realistic in regard to the total number of rakes and also the proportion and se- 
quence of steam and slack rakes, At times this has a very unsettling effect on 
the wagon supplies. Further, sometimes the situation in colliery demands that 
its loading programme should be got revised or cancelled for any particular 
day ata short notice so as to avoid getting wagon supplies at a time when these 
are not needed by the collieries due ater alia to non-availability of adequate 
coal in the bunkers, or breakdown in the coal loading arrangements etc. How- 
ever, we have no evidence that the eollieries have always made concerted 
efforts to get their loading programmes revised or cancelled at short notice 
according to their actual needs. We have been informed that at present, there 
is no effective system which may enable the collieries to do so. In the first 
instace, the collieries do not have’ facilities for direct and prompt commu- 
nication with the Sales Department in Calcutta, Secondly, it has been reported 
that till recently the Railways did not normally agree to the cancellation of 
wagon s being done in the case of collieries which are on rake loading programmes, 
Thus, supplies of wagons are received by the collieries even on those days when - 
the same are not needed with the result that either the wagons have to be 
returned empty or detained in the colliery siding for a considerable period. 
We fe:l that the position in this regard may improve to a considerable extent 
if the following arrangements are made : 

(1) The collieries may be allowed to place indents of wagons direct in 
the Railways Divisional Office a few days in advance of the load- 
ing day as is done by most of the private collieries. ‘These indents 
may be given the same priority as is given to the loading programme 
at present. The collieries’ request for revision or cancellation of 
indents may also be entertained at the Divisional Office within a 
reasonable time before the allotments arc made. 

(%) Alternatively, steps should be taken to remove the deficiencies of 
the existing system of formulation of the loading progranuue. The 
collieries on their part should improve upon their method of f »recast- 
ing the wagon requirements. The loading programme may be 
formulated on weekly or fortnightly basis and sent to the Railways 
through the Sales Department a few days in advance. Direct com. 
munication facilities may he provided hetween the colliery areag 
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and the Sales Department in Calcutta. The Sales Department will 
have to remain in constant touch with the collieries gn the one 
hand and the Railway authorities on the other, so that’ the allot- 
ments for different collieries may be revised or cancelled at short 
notice according to the actual needs of the collieries. The requests 
of the collieries made through the Sales Department for revision or 
cancellation of the loading programme for particular days may be 
entertained by the Railways 2 or 3 days in advance of the loading 
day. 

Co-ordination between the Railways and Collections at Operational level—- 

14. It will be seen from the foregoing that in day-to-day operations, there 
arise a number of problems connected with wagon supplies which are required to 
be settled at local level on immediate basis. It is, therefore, necessary to main- 
tain closer liaison between the Railways and the collieries at operational level 
so that the available pilots and empty wagons can be utilised to the best ad- 
vantage of both the Railways and the collieries by supplying the empties where 
these are needed most and withdrawing the wagons as soon as these are ready 
after loading. We understand that in the Karanpura area'a system of daily 
contacts on telephone between the A.O.S. Barkakana and the Dy. Superin- 
tendent of Collieries (K) has been introduced. This system may be quite 
helpful and it should b2 extended to ¢s‘ablish close liaison with D.O.S. (T) 
Dhanbad also. Further, we feel that i) may be worthwhile if N.C.D.C. 
borrows the services of two Railway Officers of suitable rank; one for the 
Karanpura area and the other for the outlying coalfields to attend 
to the day-to-day problems. These officers may remain in constant touch with 
collieries and also the Railways Depot Yards, from where the coal pilots 
operate, It is felt that the Railway Officers of the rank of D.O.S. on deputa- 
tion to the N.C.D.C. may mect the requirements. 

Sunday loading—- 

15. The weekly rest day in the collieries begins at 8 A.M. on Sunday 
and extends upto 8 A.M. on Monday. If loading has to be arranged by 
any colliery during this period, it can be done only by employing persons on 
overtime duty. As Sunday is not treated as ‘Dies non’ by the Railways, the 
collieries under the rake loading programme have to accept allotments if their 
requests for exemption from Sunday loading is not otherwise accepted by the 
Railways. Some of the collieries have complained that quite often the arrear 
supplies are also made good by the Railways on Sundays with the result that 
there is bunching of rakes leading to detention of wagons. The main difficulties 
pointed out by the collieries in arranging loading of wagons on Sundays are 
as follows-~ 

ft) The coal raising is not done on Sundays because the labour costs 
involved therein are quite heavy particularly after the r cent wage 
Board Award. Quite often when wagons are supplied on Sundays 
adequate quantity of coal is not available in the bunkers with the 
result that the collieries have either to return the wagons empty 
and thereby incur replenishment charges or to detain the wagons 
and pay demurrage charges to the Railways. Further, it has been 
reported that detention of a rake on Sunday often leads to det ntion 
of other rakes on a number of subsequent days. 
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(ti) Even if coal is already available in the bunkers and the ccllicries 
have to depute only the loaders for Sunday loading, the overtime 
allowance involved is stated to be high particularly because the co- 
Nieries have to depute the loaders for all the three shifts in the 
absence of advance information regarding the likely time of supply of 
wagons. 


(4%) On account of Sunday loading, the maintenance of coal handling 
plant suffers leading to frequent breakdowns. 


(w) Still another argument advanced by the NGDC collieries is that . 
they are on rake loading programme and their normal loading pro- 
gramme for working days (¢.e. one rake per working day or two rakes 
per working day as the case may be), if implemented effectively 
can take care of all the coal produced by them in a specified period 
and, therefore, there is no need to arrange loading on Sundays, 


16. We feel that the collieries should make concerted efforts to take maxi- 
mum advantage of the transport capacity available on all the days including 
Sundays and other holidays. If with suitable adjustments in the production 
programme, the collieries can raise adequate coal on six working days for 
being loading on all the seven days of the week, it may be worthwhile to incur 
additional cost involved in Sunday loading. The maintenance of coal handling 
plant should not suffer because loading is not done all the 24 hours. We have 
noted that coal loading on Sundays is already being done to a considerable 
extent by a number of N.C.D.C. collieries. The overall position in this respect 
during the three months period from February to April, 1968 was as under— 


‘TantE 5: Average daily loading on week days and Sundays 


(No. of wagons In four wheelers) 











February 1968 March 1968 ~ April 1968 
ae Ca ee, eH. 
On week On Sundays Onweek On On week On 
Coalfields days & other days Sundays days Sundays 
rest days & other & other 
rest days rest 
days 
Karanpura i -» 829-4 274-5 321-4 827-0 353-3 359-0 
Bokaro & Kargali .. 249-1 154-6 288-1 112-0 295-1 172-5 
Giridih or 7 29-2 45-8 27-1. 58-0 25-2 7-0 
Madhya Pradesh .. 411-8 204-0 387-2 235-0 413-0 220-0 
Orissa fields... re 66-9 58-6 52-1 48-5 79-9 38-5 
Maharashtra (Umrer) .. 41-7 20-0 27-0 9-2 32+1 57 
a a 
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It is, of course, recognised that at times the collieries have genuine diffi- 
culties in arranging loading on Sundays and their difficulties are aggravated 
when arrear supplies are also made good by the Railways on Sundays. It is 
essential that specific difficulties of collieries for particular Sundays are given 
due consideration by the Railways in making allotment of wagons. Due to 
production difficulties and high cost involved in Sunday loading, the allotments 
for Sundays may not be more than about 50% of the allotments on a week 
day. The exact position in this regard may be decided mutually by the Rail- 
ways and the collieries concerned. Recently the Railways are reported to have 
agreed to the allotments on Sundays in Karanpura area being limited to 3-5 
rakes of slack coal. It is necessary that this spirit of harmony is extended to 
other areas also. Further, it has to be ensured that the actual supplies made by 
the Depot yards on Sundays are not different from the allotments mutually 
agreed to by the Railways and the N.C.D.C. In case the arrear supplies are to 
be made good by the Railways on Sundays, this should be done in consultation 
with the collieries. 

Five hour loading rule— 

17. Under the rules framed by the Railways, free loading time of five 
hours (on day and night working basis) in respect of a rake of 28 BOX wagons 
is given to collieries which are fitted with bunkers having a capacity of 1,000 
tonnes or more. There are 3 collieries of N.C.D.C. in the Karanpura area, 
namely, Bhurkunda, Saunda and Gidi “A’ which have been put by the 
Railways under the 5 hour loading rule ; the free loading time in other collieries 
being 10 hours. If loading of a rake in these collieries is not completed 
within 5 hours from the time of supply of the rake, the collieries have to 
pay heavy demurrage charges amounting to Rs. 1,120 per rake for each 
detention booked by the Railways’ coal pilot guard. The same rake may incur 
demurrage charges more than once because detention can be booked by the 
coal pilot after every five hours, Before the enforcement of the 5 hour loading 
rule m August, 1963, the free loading time allowed to these collieries was 10 
hours. It appears that the 5-hour loading rule was framed by the Railways 
without consulting the collieries concerned and without undertaking any 
detailed study into the matter. The Area General Manager (Karanpura) 
has all along been. protesting against the rule which was considered to be im- 
practicable in so far as these three collieries were concerned. There has been 
a prolonged correspondence between the Divisional Superintendent, Railways, 
Dhanbad and the Area General Manager (Karanpura) regarding the revision 
of the rule and its interpretation. The main arguments advanced by the N.C.D.C. 
against the rule and its application are as under— 

(1) The bunkers existing in the N.C.D.C. collieries are only ground storage 
bins and their size cannot by itself decide the time for loading of 
wagons because what is nore important is the capacity of the belt 
conveyor which actually does the loading. While handling steam 
coal, in particular, there is a limit to the speed of the belt and be- 
yond that limit fragmentation takes place. Moreover the incidence 
of breakdown also increases with the increase in the speed of the 
belt conveyor. If the loading time is sought to be reduced without 
increasing the speed of the belt conveyor, the width of the conveyor 

has to be increased inordinately thus not only increasing the cost 
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of Reclaim Tunnel but also creating problems of belt replacements. 
In case the collieries undertake to redesign the Reclaim Tunnels 
and to replace the belts, it will involve heavy additional capital 
investment beside hampering production of coal during the period. 
these modifications are done. 


(ii) While in the case of manual loading collieries, the loading time 
can be decreased by engaging more men and loading a large num- 
ber of wagons simultaneously, the position in the mechanical 
loading collieries of N.C.D.C. is different because the loading 
there is done through a single chute and at atime only a part of 
@ wagon can be filled up. 


(itt) The interpretation of the rules by the Railways is not quite correct. 
The rules provide 5 hours free loading time for collieries fitted with 
1,000 tonnes or higher capacity bunkers loading in Box rakes. 
The words “loading in Bow rakes” mean loading of coal from the 
bunker direct into the Box wagons which is possible only in the case 
of overhead loading bunkers, Thus strictly speaking, the 5-hour 
loading rule should apply only to those collieries which have got 
overhead bunkers (for instance the Kargali Washery etc.). The 
collieries of Bhurkunda; Saunda and Gidi ‘A’ where loading is done 
through belt conveyors should come under the category of “mecha- 
nical loading collieries loading in Box rakes without bunkers” and 
the free loading time allowed for them should be 10 hours as pro- 
vided under the Railway Rules themselves. 


(iv) The Railway Rules are silent on the time involved in weighment 
and adjustment of over-loaded and underloaded wagons ete, 
The Railways at present do not give any extra allowance for 
weighment and adjustment. The contention of the collieries is that 
since provision of # weighbridge in the colliery siding is not 
obligatory, the free loading time provided under the Rules cannot 
include the time involved in weighment and adjustment. 
Weighment and adjustment of wagons is necessarily a slow 
process involving considerable time which varies from about 2 to 
4 hours depending upon the number of wagons needing adjustment 
and the extent of over/under-loading inthe wagons to be adjusted, 
In the case of the collieries which have not installed weighbridges 
the weighment is done by the Railways themselves in their own 
yards and the time involved in weighment and adjustment is 
not included in the free loading time allowed to these collieries, 
It could not have been the intention of the Rules that the 
collieries installing weighbridges, which in fact is in the interest of 
the Railways, should be allowed less free loading time than to those 
without the weighbridges. 


18, As brought out in a subsequent paragraph, the 5-hour loading rule 
is one of the most significant factors responsible for large scale detention of 
wagons in the collieries of Bhurkunda, Saunda and Gidi ‘A’ . Since this rule 
was enforced in August, 1963, these collieries have been paying heavy demurrage 
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charges on detention of wagons. During the year 1967-68, about 41 per cent 
of the total number of wagons loaded in these collieries incurred demurrage. 
If no demurrage was incurred on the other wagons, it was not because those were 
loaded, during the free loading time of 5 hours, But it was mainly because 
of the fact that the coal pilots did not visit the collieries immediately on the ex- 
piry of free loading time for withdrawal of wagons and thus the late visits of 
the pilots gave these collieries extra time for completing the loading operation. 
It has been represented to us by these collieries very strongly that under im- 
practicable rules and its arbitrary interpretation and application, the Railways 
are extracting heavy demurrage charges from them on the threat of suspension, 
of wagon supplies. Thus, there is a strong feeling in N.C.D.C. that though they 
made heavy investment in mechanised loading arrangements to be the first 
to fall in line with the system of Box rake movement introduced by the Railways, 
they are now being subjected to financial losses under the rules framed by 
the Railways, while most of the collieries in the private sector which have 
made no investment to provide for mechanised loading, continue to enjoy free 
loading time of 10 hours and this too between the convenient time of 0600 
hours to 2200 hours. It has further been argued by the N.C.D.C. that the normal 
business practice would require the Railways to offer a “quick loading rebate” 
to those collieries which can arrange to. return the wagons earlier than the normal 
free loading time of 10 hours allowed to other collieries in the private sector, 
rather than reducing the time for these collieries and penalising them when 
they are unable to comply with it. 


19. Our main concern was to have a broad idea of the minimum time 
which is actually needed by the collieries under the 5-hour loading rule to 
complete the loading operations in respect of a rake of 28 BOX wagons. We, 
therefore, got a limited on-the-spot study made in Gidi ‘A’ colliery. The results 
of study which were made on 26th December, 1967 are summarised as under : 


TaBir. 6; Coal loading operations in respect of a rake of 28 Box wagons on 
26th December 1967.at Gidi ‘A’ 


(A) Uoading— Hours 
(2) Time of arrival of pilot... by os a 12-50 
(%) Loading started at - “a oa 13°30 
(wii) Loading stopped at ve 3 Ka ad 14°55 


(No space for onward movement of the loaded wagons due 
to adjustment of a wagov being made on the weigh- 


bridge) 
(iv) Loading re-started at ia x re se 15-30 
(v) Loading again stopped at (Shift changing) .. ee 16-00 
(vt) Loading re-started at ae se : : at 16-07 
(vit) Loading completed at ae i. te os 18-55* 





*At 18-55 hrs,, 10th wagon of the rake was being weighed and adjusted, 
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(B) Weighment and Atljustment*— 


Hrs 
(vitt) Weighment started. at ee ee oe ae 15 -O5F 
(tz) 10th wagon weighed and adjusted at Se »» 18-56 

(t.e., when 
loading of 
the full 
take was 

completed) 
(x) Weighment and adjustment of full rake completed at... 21-30 
(C) Total time from wagon supply to completion of weighment— 

. Minutes 

(t) Inspection of brakes etc. and handshunting of wagons 
to leading point .. ee se ve ae 40 
(wi) Actual loading time for 28 BOX wagons... ‘0 283 
(iit) Stoppage of loading for two times ns Sx 42 

- (iw) Weighment and adjustment after completion of the load- 

ing process a * + ee bi 155 
Total ca 520 


t.e., 8 hours & 40 minutes 


As will be seen from the table above, the loaded rake was ready for with- 
drawal 8 hours and 40 minutes after the time of supply of the rake. On 26th 
December 1967 the coal pilot did not visit Gidi ‘A’ colliery for withdrawal of 
the rake before 9 hours otherwise the rake under study could have incurred 
demurrage charges because it was practically impossible to complete the loading 
operations within the free loading time of Sjhours, As’stated earlier, the study 
was a very limited one. The results of this study were, however, supported 
by an examination of the data regarding the timing of supply of wagons in Gidi 
‘A’ and the time of withdrawal of the loaded wagons for a period of 9 months 
from January to September, 1967 which showed that hardly any rake was loaded 
by the colliery within the free loading time of 5 hours. We feel convinced that 
the free loading of 5 heurs allowed by the Railways for these collieries of Gidi 
‘A’, Bhurkunda and Saunda is not adequate and has to be increased suitably 
otherwise the collieries cannot avoid detention of wagons and consequent 
demurrage charges. The insufficiency of free loading time creates a vicious 
circle of detentions, short supplies on colliery account, arrear supplies on in- 
convenient days resulting in bunching and/or excessive supplies which in turn 





* Adjustment was necessary in the case of 15 BOX wagons, 


{The weighment in respect of this rake could be started only at 15-05 
hours because there were three other left-over wagons which had to be weighed 
in the first instance. 
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lead to further detentions. It is necessary to break this vicious circle. It is 
understood that a team of Railway Officers of the Eastern Railway which 
made a detailed time study in Karanpura collieries in February, 1968 
has observed that under the existing conditions, the overall loading 
time required by these collieries in respect of a rake of 28 BOX 
wagons isabout 9hours. The Deputy C.M.E. (K) who was also associated 
with the Team has, however, pointed out that the calculations made by the 
Team did not allow for any time for load adjustment of the last batch of wagons 
and also for tripping of conveyor belts and other minor breakdowns experienced 
from time to time. He has asserted that after taking these factors into account, 
the minimum free loading time should not be less than 12 hours including 10 
hours for loading and 2 hours for woighment and adjustment. We feel that the 
collieries may have adequate elbow room if for the present the free loading time 
is increased by the Railways from 5 hours to 10 hours. The position might be 
reviewed later jointly by the Railways and N.C.D.C. in the light of the actual 
performance in the collieries for some time. This increase in free loading time 
in the three collieries in question is not likely to have any appreciable impact 
on the overall turn-round time of wagons on the railways which is at 
present about 12 days. 


20. We are also of the opinion that in the long run it may be in the interest 
of the collieries and also of the Railways if certain modifications are made in 
loading arrangements in these collieries so that efficiency of loading operations 
is increased. In this connection, we would suggest that the N.C.D.C. may 
examine two alternatives, namely (¢) shifting of the weighbridge to bring it 
under the existing loading point and (¢) shifting of the loading point to the 
existing weighbridge by using additional belt conveyors. We are told that in the 
past the Railways did not allow the weighbridges to be installed under the 
loading point. As no such restriction exists at, present, the collieries can, by 
shifting the weighbridge, save the additional time needed at present for weigh- 
ment and adjustment cf last batch of wagons. We have seen the loading opera- 
tions in the Andrews Yule’s Konastoria_colliery in the Raniganj coalfields. 
The colliery is in a position to complete the loading of a rake in 5 hours due 
inter alia to the fact that weighbridge there is under the loading point. In some 
N.C.D.C. collieries in other areas, similar results have been obtained. Of course, 
there are certain other distinguishing features also in the Kunastoria colliery 
which make it possible to complete the loading of a rake in 5 hours, These 
include (t) belt conveyor of larger capacity (ii) loading of only Run-of-Mine 
coal (7) specially designed gradient of the siding and (iv) mechanised shunting 
by means of a winch etc. If, in due course, certain modifications in the loading 
arrangements are made by the N.C.D.C. collieries also, the time needed for 
loading of a rake may be reduced appreciably. 


Rule for leaving behind the rake— 

_ 21, Another important aspect of the existing rules of free loading time 
which is reported to be severely affecting the N.C.D.C. collieries is the rule 
regarding leaving behind partly loaded rakes. The present system is as under— 

(*) When a Box rake is to be loaded by more than one colliery in the 


same group or by different collieries, the box wagons are drawn out 
respective of whether loading has been completed or not. 
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(i) In the case of Box wagons in rakes placed for loading at collieries, 
if only one or two contiguous Box wagons at the end of full rake 
consisting of 22 Box wagons or more are left not loaded within the 
prescribed free time, the whole rake is withdrawn. In such cases, 
demurrage is levied only in respect of the one or two Box wagons 
not loaded by the colliery and not on the whole Box rake provided 
the rest of the rake has been loaded within the free time allowed. 
The wagons not loaded cannot be left in the collieries in these cases. 


According to above rules, box rakes are left behind in N.C.D.C. collieries 
when more than 2 wagons are yet to be loaded by the time the Pilot Guard . 
arrives with the result that the colliery has not only to pay demurrage on the 
entire rake till the visit of the next pilot, but it also suffers due to the Railway’s 
short supplying the next rake on ‘colliery account’. Such short supply of the 
next rake on colliery account can have damaging effect if it happens to be a 
slack rake and the slack bunker of the colliery is already full. The rules framed 
by the Railways discrimirate against large collieries loading a rake by itself 
which is normally the case with the N.C.D.C. collieries. Where a rake is loaded 
by more than one colliery in the same group or by different collieries, the Box 
wagons are drawn out irrespective of the number of wagons left for loading and 
a colliery has to pay demurrage-only for the wagons not loaded by it. Single 
colliery rake loading is a practice which essentially benefits the Railways and 
hence, such collieries should not be unduly penalised when they have failed to 
load all the wagons by the time the Pilot Guard arrives. In such circumstances 
they should be treated in the same way as other collieries. 


Demurrage and Replenishment Charges— 

22, The demurrage on wagon detentions is charged by the Railways at the 
rate of Rs. 1,120 for a rake of 28 Box wagons. As regards replenishment 
charges, these have to be paid by the collieries to the Railways at the rate of 
Rs. 2,450 for every BOX rake of 28 wagons, returned empty. The following 
table shows the amounts of demurrage charges paid by the N.C.D.C. to the 
Railways from 1959-60 on wards : 


TaBLe 7:—Demurrage charges paid by N.C.D.C. 











Year (Rs. lakhs) 
1959-60 ad ce a a a ae 9-73 
1960-61 es ae “3 oe = a 4°39 
1961-62 “3 ee ae i ie bs 6-79 
1962-63 we Se hs we $50 "ais 6-20 
1963-64 Si ie oe ve Sa Ss 13°25 
1964-65 os fe be re ae a 12-98 
1965-66 és _ sie Pan oe “ 8-72 
1966-67 are “ or es Ae ois 9°21 
1967-68 (Provisional) - a «is si i 14-96* 


_ a 

*The figure of Rs. 14-96 lakhs for 1967-68 represents the amount olaimed by the Railways. 

Tho actual amount payable is decided after joint discussions between the N.C.D.C. and the 
Railway authorities. 
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23. We were informed by the representatives of the Eastern Railway 
in September, 1967 that the demurrage amount of over Rs. 21 lakhs was over- 
due for payment by the N.C.D.C. It was further pointed out that of this sum, 
Rs. 3:65 lakhs were on account of detention of wagons for 5 to 10 hours, Rs. 
5-12 lakhs for detention for over 10 hours but below 20 hours and Rs. 6-25 
lakhs for detention beyond 20 hours. In certain cases the period of detention 
was reported to be as long as 100 hours. In order to make an analysis of the 
demurrage and replenishment charges inthe N.C.D.C. collieries, we obtained . 
detailed data regarding the number of wagons loaded, detained and returned 
empty by each colliery from month to month during the year 1967-68, The 
overall position is indicated in a summary form in the following table. 


TaBie&: Incidence of wagons detained and wagons returned empty in N.C.D.C. 
coltieries during 1967-68 


No. of No. of No. of Demurrage Estimated 








wagons wagons wagons charges amounts 
Coalfields supplied loaded detained (provi- of Reple- 
sional) nishment 
(In four wheelers) charges 
I—Karanpura (Rupees Lakhs) 
(a) Three collieries under 5-hour 
loading rule viz. Bhurkunda, 
Saunda & Gidi-A Be ae 73,548 68,367 28,250 8-07 
(5) Other collieries (i.e, those under 1:3 
10 hours loading rule) oe 41,392 39,078 10,841 3-0 
ee 
(ec) Total—Karanpura .. «. (114,040 107,445 39,091 11-0 1:3 
II—Bokaro & Kargali .. A 88,729 88,324 2,680 
IW1—Giridih oe oe ae 10,252 10,263 480 
IV—Central Jharia o- a 401 401 os 
V—Madhya Pradesh ue .. 116,627 - 116,208 7,356 4-0 1-7 
Vi—Orissa oe ae ae 24,191 24,326 8,552 
VIT—Maharashtra ais vs 7,278 7,278 ag } 
Granp Tota. - 362,418 354,240 58,159 15-0 3-0 


It will be seen that the incidence of demurrage is the heaviest in the three 
collieries of Karanpura which are under the five-hour loading rule viz., Bhur- 
kunda, Saunda and Gidi ‘A’. These three ccllieries accounted for about 49 per 
cent of the total number of wagons detained and about 53 per cent of the tctal 
demurrage charges incurred by all the N.C.D.C. collieries takén together. A 
study was made of the position in respect of all the rakes detained in different 
collieries in the Karanpura area for a period of two months i.e, November 
and December, 1967. The results of the study in respect of one colliery, namely 
Gidi ‘A’ are mentioned in detail in the statement and explanatory note at 
Annexure I, The main points which emerged from the study are as under ; 


(t) The principal causes cf detention of wagons and incurrence of de- 
murrage charges are (a) insufficient loading time, (b) bunching, (c) 
supply of wagons on any day in excess of the average daily produc- 
tion of the mine and/or day’s allotment (d) supply of more than 
one rake at a time or the supply of a second rake when the earlier 
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one is already under loading/detention and (e) breakdowns. The 
incidence of demurrage/detentions due to individual factors varies 
widely from month to month and colliery to_colliery. 


(it) In the case of three collieries which are under the 5-hour loading 
tule, the insufficiency of loading time is the most significant factor 
responsible for detentions in those cases where detentions are not 
quite prolonged. 


(ti) Very prolonged and chain detentions are invariably associated with 
“bunching” and “excessive supply” of wagons and the situation is 
further aggravated when there are breakdowns in the collieries. 


(iv) Orce the incidence of “bunching” or “excessive supply” takes 
place on an appreciable scale, the total period of detention of rakes 
rises sharply and inevitably. Detention of a rake may then occur 
for 40 or 50 hours or even more. Further, this may give rise to a 
chain reaction resulting in detention of several rakes on subsequent 
days. 


(v) Supply of more than one rake at a time or supply of another rake 
while one is already under Icading also frequently causes prolonged 
detention of certain rakes because=- 


(a) The usual loading line being occupied by the rake under loading, 
the second rake has to be placed on another line and subsequently 
hand shunted to the proper loading line. 


(4) Interruption is caused in the loading operations due to the entry 
of pilots in the siding for placement of empty rakes or drawal of 
joaded. ones. 


(c) There being only one loading point, the rake supplied later has to 
await the completion of the rake under loading, If the rake under 
loading is a steam rake and cannot be completed for another 
24 hours or longer due to “bunching”, the subsequent rake even 
if slack and even if the slack bunker is overflowing, has to await 
the completion of the steam rake. The slack rake may then be 
detained in the siding for 30 or 40 hours even though adequate 
quantity of coal is available in the bunker. 


24, It may be added that tc some extent the detention of wagons also 
takes place hecause of the negligence or the faulty planning on the part of the 
collieries concerned. As stated earlier, the loading programmes drawn up by the 
collieries for submission tc the Railways are not always quite realistic in 
regard to the total number of rakes and also the proportion and sequence of 
steam and slack rakes. This factor along with the failure of the collieries/Sales 
Department to get the loading programme for particular days revised or can- 
called in gocd time in keeping with the actual position obtaining ihe collieries 
gives rise: to demurrage and replevishment charges in a number of cases. 
However, the precise impact of these factors is difficult to be assessed in. the 
present circumstances when there are a number of complex factors at work 
most. of which are beyond the centrol of the collieries, It may be added. that. 
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in the cases where wagons were detained for very long periods, say, beyond 20 
hours, the action of the collieries can hardly be justified because the 
collieries could very. well have returned the wagons empty to reduce 
financial loss. While to some extept, the demurrage and replenishment 
charges are inevitable due to certain inherent difficulties in the coal industry 
including inter alia power failure, breakdown of machinery, heavy rains, 
sudden labour strike etc., the financial loss on this account amounting 
to ahont Rs. 18 lakhs per annum incurred at present is excessive ard we 
feel that a large part: thereof (z.c., 70 to 80 per cent) can be avoided if the 
difficulties arising from the existing system of supply of wagons are 
removed andthe free Icading time is adeanately increased by the Railways 
and if improvement is made in the present system of finalisation of the loading 
programmes of the collieries. 


Rationalisation Scheme of Coal Movement— 


25. Under the Zonal Distribution and Rationalisation Scheme of Coal Move- 
ment which was introduced by the Railways initially on Julyl, 1953 and was 
amended subsequently from time to time, a number of restrictions have been 
placed on movement of coal lower than selected grade coal from different coal- 
fields to specific destinations and directions. The main objectives underlying the 
Rationalisation Scheme are that.(i) cross movements of the same grade of coal do 
not take place, (#t) long haulage of coalis avoidedto the maximum extent possi- 
ble and (<2) optimum use is made of transport capacity available for movement 
of coal by rail. Further, it has been reported that some of the rationalisation rules 
were also meant to earmark certain areas for marketing of coal of different zones 
considering the quality and the capacity of production and these were the 
matters which were decided by the Coal Controller in the pre-decontrol 
era. After the decontrol of production and distribution of coal in- July, 1967, 
a question has been raised whether and to what extent the restrictions placed 
on coal movement under the Rationalisatiop Scheme are justified. It has been 
stressed by the coal industry that the very cbjective of decontrol on coal will 
be defeated if movement of coal is not freely allowed on the Railways. It is thus 
argued that all artificial barriers put by the Railways on coal movement should 
be removed and it should be left to the forces of demand ard supply to regulate 
movement from any coalfield to ary destinatior. In more recert years the 
freight on coal moved over long distances has been revised upward by the Rail- 
ways to a considerable extent and the freight differential may now by itself 
discourage the covsumers in different parts of the country to take supplies 
of coal from more distant coalfields ignoring the nearby ones. The 
Railways have already made a pumber of relaxations in the Retionalisation 
Rules and further relaxations are reported to be under their consideration. 
We understand that the main difficulty of the Railways in doing away with all 
the movemert restrictions overnight is that there are a number of sections 
and transhipment points on the Railways where the capacity is at present 
limited. The Railways have, of course, undertaken a rumber of projects for 
augmenting capacity on all the bottleneck points and sections in a phased man- 
per. It may be helpful if work on such projects is accelerated by the Railways 
so that they may be in a position to relax all the undue restriction on coal 
movement as early as possible. In the meantime, the Railways should at least 
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remove all those restrictions which are not governed by the questions of economic 
use of Railway capacities and which were earlier imposed at the instance of the 
Coal Controller to suit the marketing of coal of certain areas particularly of 
Bengal/Bihar. 

26. If the Railways are likely to take some time to complete the review 
of the entire Rationalisation Scheme and remove all those restrictions which 
can be withdrawn, there is need to make certain relaxations on an immediate 
basis to provide wider market to the N.C.D.C. collieries in Madhya Pradesh. 
These collieries are at present facing difficulties in the disposal of their output 
of slack coal maimly due to the fact that (2) the movement of coal from these 
collieries is permitted by the Railways only towards Western India comprising 
of Gujarat, Maharashtra and certain parts of Madhya Pradesh and for most 
of the consumers in these areas there is a freight disavantage up to about 
Rs. 7 per tonne for the N.C.D.C. collieries as compared with the private sector 
collieries in Pench and Chanda and (i) the combined output of slack coal 
in the N.C.D.C. and the private sector collieries in this region is more than the 
overall demand of slack coal in the area served by these coalfields under the 
Rationalisation Scheme. It is, therefore, suggested that movement of coal from 
Korea and Rewa fields should be allowed beyord Sawai-Madhopur so that these 
collieries may be in a position to cater to the consumers in Rajasthan, Similarly, 
if movement from these fields is allowed beyond) north of Manikpur including 
via Naini on the Katni-Satna-Manikpur line, some of the consumers in Uttar 
Pradesh may be served. by N.C.D.C. and other collieries from M.P. region. These 
relaxations will fully fit in with the principle of rationalisation namely, keeping 
the lead of traffic to the minimum. As reagards the collieries in Jharsuguda 
sphere namely Banki, Surakachar and Korba, these are at present permitted 
to supply Loco coal to Southern and South, Central Railways but not to 
any other category of consumers beyond Waltair. It may be helpful if these 
collieries are permitted to supply coal to industrial consumers also beyond 
Waltair. In case movement of coal by the normal route «e., via Titilagarh- 
Vizianagram js considered to be /difficultdue to capacity onthe line being 
limited, it may be corsidered by the Railways if movement via Nagpur and 
Wardha can be allowed, _ 

Additional Siding Charges— 

27. The N.C.D.C. has irtimated that its collieries in Madhya Pradesh, 
the market for which is already limited under the Rationalisation Scheme, are 
put to further disadvantage due to the levy of additional siding charges. 
This makes the problem of sale of coal from these collieries more difficult in 
comparison with the private sector collieries in this area which do not have 
to levy such charges. The additional siding charges for different collieries of 
N.C.D.C. are reported to be as under :— 


TABLE 9:—Siding Charges in N.C.D.C. collieries in Madhya Pradesh 


Korea Rs. 9 per wagon 

Duman Hill Be ee s. 12 per wagon* 

Jainagar ss as se Rs. 4 per wagon 

Ku a 2 2 Res. 9 per wagon 

Bauki/Surakachar .. or ee Rs. 7 per wagon 

Korba oo se “k Rs. 11 per wagon at siding No. 2&2A 


Res. 6 per wagon at siding No. 5 


*Earlier the siding charges for Duman Hill were Rs. 25 per wagon and these were reduced to 


vo 8 per wagon from 16-6-1967. The charges were, however, increased to Rs. 12 per wagon from 
+1967. 
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We understand that the normal rule for the levy of siding charges on book- 
ing of coal which is followed on the Eastern Railway, the Bengal-Bihar portion 
of the South Eastern Railway ard also in the collieries in Madhya Pradesh 
opened before 1948 is that the total distance of the siding up to the buffer end 
from the serving station or up to the next station beyond, whichever is higher, 
is added to the chargeable distance up to the destination and freight is calcu- 
lated on the overall] distarce. Thus, the additional distance of the siding gets 
the advantage of telescopic freight rate on coal with the result that the inci- 
dence of siding charges involved in booking of coal is very low. However, in 
the case of Madhya Pradesh collieries opened after 1948, the South Eastern 
Railway adopted a different system of levying siding charges which is mostly 
applied in the case of gereral goods traffic. According to this procedure, siding 
charges are worked out separately on the basis of cost of shunting involved 
and the volume of traffic handled in the sidirg, and these charges are added 
to the coal freight calculated on the distance from the serving station to the 
destination. This system of levying siding charges discriminates against the 
N.C.D.C. collieries in Madhya Pradesh which were opened after 1948 as com- 
pared. to the collieries in Bengal-Bibar and also those in Madhya Pradesh 
opened before 1948. Thus, it is argued that the system infringes section 28 of 
the Indian Railway Act. We feel that the system is completely contrary to 
the very policy which dictated the opening of these mines in the Madhya Pra- 
desh area and it is, therefore, essential that the practice which is followed in the 
case of the overwhelming majority of collieries situated on the Eastern and 
South Eastern Railways should apply to the N.C.D.C. collieries in Madhya Pra- 
desh as well. 


Conclusion— 


28. In the preceding paragraphs we have made a review of the transport 
difficulties which have been affecting adversely the economic working of the 
N.C.D.C. over a number of years. At times the N.C.D.C. has, of course, been 
writing to the Zoral Railways concerned regarding some of these problems, 
However, we have no evidence that in the past vigorous steps were taken 
by the N.C.D.C. Management to thrash out various issues with he Railway 
Board at the highest level. It is essential that N.C.D.C. should now dis- 
cuss all of its problems with the Railway Board in detail. We express the hope 
that the Railways will look into all the genuine difficulties of the N.C.D.C. 
and do whatever is possible to afford relief to a sister public undertaking. 
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ANNEXURE I(c) 


Explanatory Note on causes of detentions in Gidi ‘A’ during Nov. and 


Dec. 1967. 

Nov. ’67 
1. Total despatches—Tonnes = Ms = 46,000 
2. Total Production-—Tonnes ae a a3 52,000 
3. No. of working days iy ae ive 25 
4. Average daily production of coal—tonnesROM ... 2,100 
5. Average daily production steam coal—tonnes es 1,250 
6. Average daily production of slack coal—tonnes_., 850 


Dec. 67 
60,000 
61,200 

26 
2,350 
1,400 

950 


November, 1967 was a bad month for Gidi ‘A’ due to continuous labour 
trouble and endless labour disputes resulting in very poor discipline and_pro- 
duction. The problem was further aggravated due to prolonged incidence of 
severe “bunching” and excessive supplies as a result of which as many as 6 
rakes had to be returned empty and yet several others suffered detentions. 


1-11-67 to 4-11-67—The colliery started the month with practically 
empty bunkers and 1-11-67 was a holiday due to “DIWALI” 


festival. Also there was no allotment for 1-11-67. 


But the 


colliery was allotted and supplied 1 steam and 1 slack rake every 
day for the period 1-11-67 to 4-11-67 which was much in excess of 
even the normal daily production. As a result 32 boxes steam and 
29 boxes slack had to be returned empty and in all 6 detentions 
were incurred, 4 on 2-11-67 and 2 on 4-11-67. The balance six 
rakes were loaded by the colliery the last steam rake being drawn 
out at 4°30 hrs. on Sunday the 5th. An idea of the congestion in 
the colliery siding can also be had from the times of supply and 
drawal of rakes indicated in the statement at Annexure I(a). 


10-11-67 (Steam)—From 7-11 to 10-11 again the colliery was supplied 
one rake of steam every day whick was in excess of the colliery’s 
average daily production of 1250 tonnes/day. The first three rakes 
were, however, cleared without detention with the help of produc- 
tion of 6/11 on whichday no steam rake was supplied. The last 
rake supplied on 10-11-67 at 12-00 hrs. however, suffered one 
detention at 5.00 hrs..on 11-11-67 and was cleared duly loaded on 


13.15 hrs. on 11-11-67. 


12-11-67 (Steam) (Sunday)—Despite the bad position of steam coal 
availability on 11-11-67 as explained above, one steam rake 
was again supplied on Sunday the 12th Nov. at 14.15 hrs. The 
rake was offered for empty haulage at the time of supply itself but 
the Guard preferred not to draw out the empty rake and booked 
it under detention at 23.55 hrs. on Sunday itself, The same thing 
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was repeated by the Pilot Guard at 6.25 hrs. on 13-11-67 and 
15.00 bre. en 13-11-67 and the rake was finally drawn empty at 
20.00 hrs. on 13-11-67, The matter has been taken up with the 
Reilways to waive the demurrage in view of these facts. In the 
meanwhile another steam rake supplicd on 13-11-67 was, however, 
duly loaded without any detention. 


20-11-67 (One slack one steam)—Both these rakes wire supplied in 
the night of Sunday the 19th: at 0-30 hrs. though there was no 
allotment. This Sunday was also a declared maintenance day. 
Loading of slack rake was, therefore, commenced at 8-00 hrs. on 
20-11-67 but loading could not be completed as only 4} hrs. time 
had been availed when the Pilot called at 12-30 hrs. on 20-11-67 and 
showed both the rakes under detention. 


21-11-67 (Steam)—The Colliery got only 6 hrs. 50 minutes time for 
the loading of this rake when the Pilot called at 12-10 hrs. This 
was insufficient. 


23-11-67 (Steam)— From 16-11-67 to 22/11 the colliery had been supplied 
only 2 slack rakes against 5 rakes of steam causing “bunching”. 
The slack bunker was, therefore, full. The allotment for 23-11-67 
was one steam and one slack rake. The colliery naturally wanted 
to load the slack rake first. But the steam rake was supplied first 
at 2-30 hrs. The colliery had no alternative but to start loading 
it with slack coal to relieve the congestion in the slack bunker. 
A further difficulty arose due to the fact that this particular slack 
rake required transhipment enroute and, therefore, the use of wagons 
with down falling type doors only... The steam rake supplied con- 
tained only 20 such wagons and the balance had to be drawn. from 
the ‘slack rake supplied at 8-15 hrs. The Pilot which suy plied the 
slack rake showed the steam-rake under detention after only 5 hrs. 
50 mts. from the time of supply of the rake. The loading of the 
steam rake was actually taken up after the completion of the slack 
rake. When the Pilot next arrived at 17-30 hrs. on 23-11-67 it 
was offered the slack rake but it showed the steam rake again under 
detention i.e. 9 hrs, 15 mts. after the supply of the slack rake. It 
may thus be seen that in this case the rake suffered two detentions 
and remained in the siding for 37 hrs. though actually the effective 
time available for loading was less than 10 hrs, 


26-11-67 and 27-11-67—“Bunching” of steam rakes continued even 
after 23-11-67 as no slack rake was supplied on 24th, 25th, 26th 
and 27th. As a result, the slack bunker started over flowing and the 
feed of coal into the coal handling plant also suffered. At the 
same time steam rakes continued to be supplied uninterruptedly—6 
nos. from 20th to 26th; which would need 7 days average production 
for loading. Under the circumstances the steam rake supplied on 
the 25th had to be returned empty and the rake supplied on 26/11 
at 3-45 hrs. could only be completed with the help of the production 
of 27/11 after incurring two detentions. 

M/P(D)248MofSM&M—13 
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28-11-67 and 30-11-67—The situation went compl tely out of control 
when the colliery was again supplied 2 rakes of steam on 28-11-67 
against allotment of one rake and further one rake steam on 29th 
and 30th each day. In addition, 2 rakes slack were supplied on 
28/11 and one rake slack on 30-11-67. Allthe three slack rakes 
were loaded by the colliery but out of the 4 steam rakes, 2 had to 
be returned empty and in all 7 detentions occurred during these 3 
days due to “bunching” most erratic and highly excessive supplies. 
This case illustrates how erratics the wagon supplies can be and how 
much demurrage and replenishment charges they can cause. 


4-12-67 (Steam)—Only 6} hours time was available for loading this rake 
till the arrival of the Pilot which is inadequate. Further 4/12/67 
being a Monday, colliery work started at 8-00 A.M. while the rake 
was supplied at 7-00 A.M. thereby further reducing the available 
loading time by one hour. 


10-12-67 (Sunday) (Steam)—The colliery was supplied 2 rakes of steam 
on Sunday the 10th Dec. against allotment of one rake. Besides, 
during the period 6-12-67 to 10/12/67 the colliery was supplied 
only one rake of slack against 5 rakes of steam thus resulting in 
“bunching” and consequent over flowing of the slack bunker 

_ which in turn hampered the production. One of the steam rake 
supplied on 10th was, therefore, detained and could only be cleared 
out on 12-12-67 at 11-30 hours. 


12-12-67 (Slack)—Only 7:15 hours including a change of shift (at 00-60 
hours) as available for loading the rake which was insufficient. 


19-12-67 (Steamj— Only 5 hours 25 mts. time was available for loading 
the rake when the Pilot called. This was insufficient: 


CHAPTER XIII 


FACTORS OF PRODUCTION—MANPOWER, STORES AND 
STORES PURCHASE 


While the volume of sales orders and the transport facilities for despatches 
from pithead determine what each colliery should seek to produce, the produc- 
tion at the colliery itself depends on a namber of factors. In the first place 
it would depend on the availability and accessibility of coal deposits and 
the stage in the development of the colliery. In particular, in the cases of 
underground mines the extent cf production depends a great deal on the 
number of coal faces which are developed and available for the extraction of coal. 
When production has to be stepped up, more coal faces have to be developed. 
In the opencast mines there is greater flexibility for enlarging production at 
relatively short notice. The production also depends on the manpower 
employed at the colliery on extraction as wellas on the arrangements for move- 
ment of coal to the despatch pomt. - In addition, the rate of production depends 
on the equipment available and deployed. These are the major factors of 
production, The skill in management consists in making available at the colliery 
all these factors of production in the right proportion and their optimum de- 
ployment so as to yield requisite production at minimum possible costs, 


2, We have referred to recent-assessment made by the management of the 
N.C.D.C. that provided allthe equipment presently deployed on the project 
remains in working order, it has the annual production potential of 16-97 
million tonnes. It is believed that in making this assessment the management 
of the N.C.D.C. has taken into account the potential available in the respec- 
tive collieries, and particularly in the underground mines. While the N.C.D.C. 
has set out to build up a much larger production potential both underground 
and opencast, in actual implementation of its projects the Project Officers have 
come across a number of difficulties owmg to actual conditions of working being 
different from those postulated in the preparation of the projects. In a number 
of underground mines production has been limited to only one or two of the coal 
seams instead of all the seams referred to in the projects. The potential avail- 
able in these mines, therefore, is smaller than what was assumed for the project. 
In other cases, the limitations of geolcgical conditions have now made it clear 
that the amount of coal that can be extracted from these mines is much less than 
what was anticipated when preparing the project. In a number of mines, quality 
of coalin some seams has been found to be lower and asthe demand for the 
lower grade coal is small, production had to be restricted to the better grade 
seams, These factorsof diversion from earlier project reports have been duly 
discounted in this latest assessment of the N.C.D.C. management in placing its 
production potential at 16-97 million tonnes. As stated earlier, included in 
this figure is 2-54 million tonnes from mines which are now under develop- 
ment, which, when fully developed, are expected to give 7-76 million tonnes. 
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3. In our questionnaire to the Project Officersand Area General Managet 
we had asked them to indicate if they had surplus personnel at the project: 
Except for two or three projects, the project. officers have all replied that fc 
the work in hand and for the production expected of them, they have no sw 
plus labour. The large surplus manpower at Giridih group of collieries wher 
the mines are nearing exhaustion is well-known. At one time, this group of coll 

“ eries was employing as many as 9,400 persons, Efforts have been made sinc 
1965 by offering special inducements and by arranging transfers to other coll 
eries to reduce the strength of labour at these ccllieries. The number he 
come down to 4,956 since March, 1964. Two other projects which were reporte 
to have surplus labour are Korba and Kargali. In both cases, the surplus ; 
in respect of coal loaders. With the mechanisation of loading arrangement 
this labour has become surplus. In both cases, efforts are being made to dispos 
of the surplus. In Korba 164 workers were retrenched in December, 1967 afte 
payment of compensation. 


4, Thus in the view of the project officers there is no surplus manpowe1 
It must be assumed that their views are based on the expectation that the 
would be called on to achieve the targeted production, and the fact tha 
production is actualy considerably below the target does not seem to have bee 
taken into due consideration by them. It isequally possible that their assess 
ment is based on the current level of productivity. They have not taken int 
account the possibility of saving in manpower by improving the output pe 
man-shift at their collieries by better deployment of equipment ard by greate 
use of mechanised methods. A number of project managers have reported that i 
was possible to increase the output per man-shift if certain inducements ar 
provided. This would again indicate that there is room for increasing produc 
tivity and thereby limiting manpower at. the project. 


5. We have studied the data regarding the output per man-shift at th 
collieries. As stated earlier, in almost all-the old State collieries the output pe 
man-shift is low. The lowest O.M.S, are reported from the two collieries i 
Giridih and two of Orissa. The low O.M.S. of the old State collieries may b 
attributed to the fact that most of the operations at these collieries are manual 
Mechanisation introduced at Bhurkunda, Bokaro and Kargali has moderatel: 
improved, the O.M.S, at these collieries. Only at Kurasia O.MLS. is higher tha 
average; this is partly due to mechanisation and opening out of an opencas 
mine. In the new collieries, the underground mines of Karanpura area hav 
generally low O.M.S. whereas the better natural conditions at the mines in th 
M.P. area and the greater use of mechanisation in these areas, have resulte: 
in, a greater increase in O.M.S. The average O.M.S. for all the undergroun 
mines was only 0-50 tonnes for 1966-67, even though the underground mine 
in Madhya Pradesh area have considerably higher output per man-shift. Th 
average for underground mines has remained constant over the last severa 
years, thus indicating that there is actually a fall in the O.M.S. in some of th 
older underground mines. 


6. The average O.M.S. for all mines taken together was 0-49 tonnes ii 
1961-62 and it had risen to 0:71 tonnes in 1965-66 i.e. at the end of the Thin 
Plan. In 1966-67 it dropped to 0-66 tonnes. The fall is due to lower productioi 
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and less off-take during that year. In partioular, the O.M.S. of opencast mines 
went down frcm 1-06 in 1965-66 to 0-93 tonnes in 1966-67. In 1967-68, there 
has been again an increase in the O.M.S. of underground mines to 0-53, that of 
opencast remaining at 0-93, thereby givingan average of about 0-75 for 
underground and opencast mines, taken together. 


7, At the opencast mines the output per man-shift has been higher. This 
is due to larger use of mechanised equipment. The average of about 1 tonne 
which the N.C.D.C. has achieved in 1965-66 is, however, considerably below the 
average output per man-shift in the opencast mines in many developed countries. 
For many projects, it is also below the O.M.S. which was expected when the 
projects were planned. This smaller 0.M.S. for the N.C.D.C. in the opencast 
mines is due firstly to frequent break-downs in machinery, secondly, to the 
production being deliberately restricted to what can be transported or sold, 
and thirdly to the inefficient use of the machinery. There is also reason to believe 
that more men are employed for the operation of dumpers and for shovels in 
India as compared to those in many other countries. The system of helpers 
for shovel and dumper operators, as obtained in the N.C.D.C. quaries and in 
other places where earthmoving machinery is used in India, increases the man- 
power complement and reduces the output per man-shift. 


8. Almost at all projects, there is seope for a large improvement in pro- 
ductivity by raising production without raismg the man-power, by better deploy- 
ment, and more intensive use of machinery, provided requisite sales and transport 
facilities are arranged, for the larger production. 


9. To assess whether the man-power employed is excessive or not, a com- 
parison oan also be made between manpower needs as cuntained in the project 
report and the actual man-power employed at the project site. Such a compari- 
son is possible only for new projects or for expansion for which project re- 
ports were prepared. In the case of old State collieries there are no such pro- 
ject reports. A comparison between the project reports and the actual 
employment, therefore, does not help in getting an overall picture. In regard 
to the mines for which project reports exist, there are other difficulties in mak- 
ing @ proper comparison. We have noticed that in a number of cases, the pro- 
ject reports themselves were not properly drawn up. More particularly was 
this the case in respect of Second Plan Projects. Secondly, there were numerous 
deviations in the implementation of those projects. What was expected to be 
done by mechanical means, was undertaken manually with the result that 
more mappower was employed than what was indicated in the project report. 
In certain project reports, the man-power needs of certain processes like loading 
of coal on to the railway wagons were not specifically indicated, the correspond- 
ing expenditure being shown as a lump sum. In these cases again, the project 
reports do not give a comparable basis for the assessment of the man-power. 
For all these reasons, effective comparison becomes difficult. In answer to 
our questionnaire, an attempt was made by A.G.M. Karanpura area to 
compare manpower estimates of the project report, with actual manpower 
enpiloyed at the collieries of that area, taking into account the effect of 
demechanisation. His comments and the comparative statement furnished by 
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him is added at annexure to this chapter. His conclusion is that ifthe factor of 
demechanisation is taken into account, there is no excess of manpower, as 
compared to the provision of project reports. 

10. However, even a rough comparison shows that in a number of colli- 
eries there is room for economy in man-power. In many of these projects, 
while the production is nowhere near the target level, the actual employment 
seems to be very near, and at a number of places it even exceeds the number 
given in the project report. We suggest that the matter should be more fully 
gone into by the teams which we have separately suggested for revising the 
project reports and bringing them up-to-date. 

Stores and Store Purchase— 

11. All the Project Officers and Area General Managers to whom 
we sent our questionnaire heve been unanimous in emphasising to us 
that the production is hampered by the delays in the supplies of stores 
and spare parts, We have noticed already how earthmoving machinery and 
more especially, dumpers at several opencast mines have remained under 
breakdown for long periods for want of attention and spare parts. The idleness 
and under-utilisation of machinery has also been brought cut in the two state- 
ments which have been included in chapter VI, dealing with equipment, Area 
General Managers and more especially the Project Officers of the collieries that 
we visited greatly emphasised the difficulties arising from the delays in the 
supply of stores and spare parts. Typical of the comments made before us by 
various Project Officers is the following extract of a memorandum presented to 
us by the Project Officers of three collieries of Madhya Pradesh at the end of 
April, 1968. 

“Till a few recent months the most important factors restricting pro- 
duction and efficiency have been lack of orders for coal and Rail- 
ways’ inefficiency to supply wagons. But with some improvement of 
late in these two factors, inadequate and abnormally delayed pro- 
curement action of stores and spares is now proving to be the most 
serious handicap frustrating the efforts of the collieries. The diffi- 
culty is not confined to materials involving import from foreign 
countries; procurement is very slow and ineffective even in respect 
of such of the material available in plenty off the racks from a multi- 
tude of dealers spread all over the country. 

Movement of indents by itself takes a very long time and some have 
not moved to the purchase section for over a year. Even in respect 
of proprietary items, orders have been placed after a lapse of two 
years. 

As aresult, many of the requirements of even consumable materials 
have been met through local purchase. Examples are, petrol, coal 
cutting machine picks, drill bits, electric bulbs and insulating 
materials. But a colliery cannot be run by local purchases alone, 
Even here severe restrictions have recently been imposed curtailing 
the powers earlier delegated to the project officers.” 

12, Similar comments have been made by many other Project officers, 
Some of them have suggested that powers of local purchase should be enhanced 
so that the production is not hampered by any shortage of stores in stock or 
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by the delays in the purchase action. Some others have also pointed out that 
the delays in the purchase of stores and spare parts is responsible forthe attitude 
on the part of the project officers to stick to large inventories and not to declare 
surpluses even when stores have been in stock and remained unused with them 
over a number of years. Another consequence is the increase in the number 
of emergent indents which the collieries send to the purchase office, demanding 
deliveries within four to six weeks. A large number of such emergent indents 
has the effect of dislocating the work at the purchase office. We understand 
that out of the 470 indents sent by the collieries to the purchase office during 
the period 21-9-66 to 15-8-67 as many as 465 were marked emergent. 


13. We arranged for the scrutiny of some two or three cases of purchase, 
These bring out the fact that there have been delays owing to the various 
procedures which have to be complied with. 


14, The Chief Purchase Officer has informed us that he receives indents 
from as many as 40 different Indenting Officers, These indents are channe- 
lised through the Area General Managers to either the Controller of Stores or 
the Chief Purchase Officer. In respect of spare parts, the indents are first 
sent to the Chief Engineer (E & M) who is to consolidate them and then send 
them to purchase office, It is not clear what scrutiny, if any, is exercised 
either by Area General Manager through whom indents are sent or by the 
Chief Engineer (EK & M) who consolidates them when they relate to machinery 
spare parts. But these processes involve a great deal of time. Some time 
is taken by the indentor in obtaining a certificate as to the budget classifica- 
tion and the availability of finance. Where indents are incomplete, the pur- 
chase office has to enter into correspondence with the indentors to obtain 
clarifications. Similarly if the purchase value in any case exceeds 20% of 
the indent value, a back reference to the indentor is necessary. A large 
number of indentors located at far-flung places makes it difficult to obtain 
their replies in time. 


15, The Chief Purchase Officer has also informed us that final payments 
to suppliers sometimes get delayed owing to the time taken by the consignees 
viz. the Project Officers, in acknowledging receipts and the final inspection 
of the consignment. Such delays, according to the Chief Purchase Officer, 
often add to the difficulties in getting suppliers to tender for the supply needed 
by the N.C.D.C. 


16. The C.P.O. has also told us that since November, 1966, when the 
DGS&D removed the N.C.D.C. from the list of the Direct Demanding Officers 
against the DGS&D contract, the suppliers have been somewhat reluctant 
to make supplies to the N.C.D.C. 


17. The reason why the DGS&D removed N.C.D.C. from the list of Direct 
Demanding Officers is that the Corporation raised certain objections on the 
payment of the bills for the supplies made to the N.C.D.C. and delayed the 
acceptance of debits raised for these purchases. It is possible that the 
bills were not fully documented. Nevertheless, the matter should not have 
been allowed to get to astage where the DGS&D felt compelled to remove 
N.C.D.C. from the list of Direct Demanding Officers, thus depriving the 
Corporation of an important facility which was available to it, Obviously 
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the purchase office would have taken more time to replace this facility by 
direct deals with the suppliers. The Chief Purchase Officer explains that 
suppliers themselves were unwilling to make the rate contracts with the 
N.C.D.C. direct, 


18. We do not think that the increase in the local purchase powers as 
suggested by a number of Project Officers or by the Area General Managers 
provides the right answer. For a large organisation like N.C.D.C. impor- 
tant purchases must be made centrally, the local purchase powers being availed 
of only in times of real emergency, where the production would suffer a set 
back, if local purchase was not made. If each of the projects starts making 
its own purchase of important stores, they will come into competition with 
one another, raise prices and incur additional expenditure all around. The 
overall advantage, therefore, lies in reviewing and streamlining purchase 
arrangements and the purchase procedure and not by raising the local 
purchase powers of the local officers. 


19. Delays seem to arise mainly because there isa large number of 
indenting officers who have to be frequently consulted in the course of the 
purchase action. Secondly, the Project Officers who place the indents are 
not experts in stores management; this may account for the frequency with 
which indents as received are found to be incomplete and/or requiring 
further clarification. If the number of the indenting officers is reduced, 
it should be possible to get over this difficulty. 


20. We understand that the N.C.D.C. is considering the establishment of 
a number of regional stores. The proposal is that the collieries should retain 
in their stocks, not more than one month’s requirements of stores which they 
‘frequently need; the rest of the stocks should be held centrally in the regional 
stores, To avoid possibility of double handling arid the expenditure involved 
in it, bulk commodities could be stored at the collieries but should be on the 
charge cf the regional stores and not in the colliery stores. The replenish- 
ment of the colliery stores as and when its stock falls below a month’s 
supply should be the responsibility of the officers in charge of the regional 
stores, Similarly the Regional Stores Officer should be responsible not cnly 
for making timely indents for stores held by him, but also for maintaining 
adequate stocks in his stores to enable him to meet without delay, the reple- 
nishment demands of the colliery stores. Moreover, he should be responsible 
for maintaining an adequate and up-to-date inventory of his stocks, for the 
periodical stock-taking and for a regular scrutiny of stocks to determine that 
stores and spare parts not in frequent demand are declared surplus and dis- 
posed of. These stores officers in-charge of regional stores should be persons 
with special knowledge of store-keeping and materials management. They 
should be in touch with the Project Officers and Area General Managers so 
that the needs of the projects are fully reflected in their management activities. 
They should also be in touch with the financial and accounting officers 
who maintain price ledgers, so as to maintain a proper check on inventories 
and surpluses. 


21. We consider that this proposal should be given effect to without 
.delay. If the regional stores officers are thus made responsible for indenting 
and arranging supplies through the centralised purchase organisation, the 
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number of indenting officers which the purchase office has to deal with will be 
reduced to say about 8 or 10. It should be possible to provide quick means 
of communication between the purchase office and these indenting _ officers 
so that any clarification required on indents or any consultations that are 
needed in regard to specifications ete., are quickly resolved. Both the re- 
gional stores and the purchase office could make use of the wireless commu- 
nication facilities available at various N.C.D.C. offices fox this purpose. 


22, Another advantage of this system is that as officers who are experts 
in stores management would be responsible for indenting and arranging for 
supplies, the nomenclatures and specifications of various stores and spare 
parts would become standardised and frequently the clarifications that 
are now sought for specifications etc., would become unnecessary, thus 
leading to further saving in time. 


23. The Corpcraticn is separately considering the propcsal for setting 
up @ combined department for stores and purchases. In our first report, we 
recommended that the two posts of Controller of Stores and the Chief Pur- 
chase Officer be combined. The Head of the Department in combined charge 
of stores and purchase should have two competent deputies—one responsible 
for stores and store arrangements and another responsible for purchase, At 
present purchases of certain articles are made by the Chief Purchase Officers 
whereas the Controller of Stores is responsible for the purchase of steel, petrol 
oil, lubricants, explosives, AC sheets and several other items. We have not 
understood the reasons for this division of responsibility for purchase, which 
was made by an order issued in June, 1964, With the amalgamation of the 
stores and the purchase departments, it should be possible for all purchases 
to be made by the purchase section instead of being distributed between the 
purchase and the stores sections. 


24. We have also recommended in our First Report that the purchase 
office should make a large number of rate contracts for articles which are in 
common use in the coal mines. The Project Officers have suggested that 
there should be more than one rate cortract for each commodity so that sup- 
plies are obtained from the nearest source and if one supplier defaults, it would 
make it possible to get it from another. We have already agreed to this sugges- 
tion. Further, we consider that whatever difficulties there may have been 
in the past, attempts should be made to revive the earlier position whereby 
N.C.D.C. becomes a direct demanding office for the DGS&D rate contracts. 


25. While the Project Officers have complained of shortage of stores as 
impeding production, the balance-sheets of the N.C.D.C. indicate that its 
inventories are large. For the last three years the total inventories of stores 
were as follows : 





Stores and spares Store & spares 
in depots. _ in transit. 
(Figures in lakhs of rupees) 





1-4-65 se = oe re 1,336 -78 76 
1-4-66 is Re tt a 1414-87 67 
1-4-67 Ms ah & atid an 1,498-00 179 
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On the basis of current consumption, the stocks on 1-4-65 represent an 
equivalent of 18-7 months’ ccnsumption, on 1-4-66, equivalent to 17-9 
months’ consumption and those on 1-4-67 equivalent to 21-9 months’ con- 
sumption. These figures, by any standards, are very high. Even if it is 
conceded that a large part of the stores and spare parts required for the main- 
tenance of the machinery and equipment is imported, and that these take 
anywhere between 12 months and 2 years to procure, the stocks of the order 
indicated above cannot be justified by the currept rates of consumption. 


26. This apparent contradiction between large stocks shown in the balance 
sheet and the complaints made by the local officers against inadequate stores 
and the delays in supplies, needs to be reconciled. It appears that there are 
a number of spare parts items in stores which were obtained in the early 
years along with the main equipment which are not being found to be of 
use. These have remained in stock. Some of these could be standby or 
insurance items which are required only for emergency repairs or break-down. 
But a large part could be regarded as surplus to the present requirements. 
The attempts made so far to locate these surpluses and to dispose them 
of have been wholly inadequate. 


27. Secondly, it is possible that the book stock shown in the balance 
sheet, which is derived from the priced stock ledgers do not represent the actual 
physical stocks held in the various depots. In the N.C.D.C., whereas the colliery 
depots maintain orly physical stock registers, the priced stock ledgers are 
maintained in the area accounts offices, Separately, when we noticed that 
a large balance is shown in stores in transit at the end of the year, (amount 
shown in the balance-sheet for 1966-67 was as much as Rs. 179 lakhs), we 
had certain investigations made at cne of the area accounts officers. These 
investigaticns showed that the posting of receipts and issues ir the priced 
stock registers and the reconciliation of the credit and debit in respect of 
stores despatched from one depot to another were also greatly in arrears, In 
fact, it is one of the major lacunae in the N.C.D.C. that the postings in priced 
store ledgers are greatly in arrears, and these ledgers are in a confused state. 
We had occasion to comment on this in our First Report, when we referred 
to the difficulties in reconciling financial and cost accounts. Arrears in the 
maintenance of price stock ledgers make it difficult to maintain a proper con- 
trol on inventories. Price ledgers provide an important check on physical 
inventories, and in their absence it may not be easy to detect losses by theft 
or other reasons. We would not be surprised if the large inventory balance 
shown itt the balance sheets includes, in fact, value of stores which have al- 
ready heen utilised either on the capital projects or on production, and the 
real inventory balance is much less in value than what is shown and certified 
as book balance in the balance sheets. 


28. A determined effort is, therefore, needed to improve the store accounts. 

The proposal to set up regional stores and to limit the colliery stocks to maximum 

- of one months’ need of its production should facilitate the proper maintenance 
of the store ledger accounts. Mechanical system of store accounts has been 
introduced by the N.C.D.C. as early as 1965; but the supporting preparatory 
arrangements have not received the attention required. Not all the store items 
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have been codified till now and for some items the depots have been using ear- 
lier code numbers. The store keepers themselves are not properly trained in 
the use of code numbers nor have the Area Accounts Officers ensured that the 
various processes needed for the full use of the mechanical system are complied 
with. The result is considerable confusion in store classification. These have 
to be sorted out and procedures established for the effective use of machine 
accounting. We suggest that immediate attention should he given to rectify 
the position. 


29. About the same time that it was decided to introduce mechanical 
system of accounting of stores, special steps were taken to introduce a scientific 
system of indenting classification of stores, inventory limits ete. While a de- 
tailed stcre manual has been drawn up, it has not yet been implemented. The 
implementation of this manual should also help considerably in reducing the 
inventories to reasonable proportions. If the N.C.D.C. is to streamline its 
production methods and its organisation, the reorganisation of stores and pur- 
chase on the lines indicated in this chapter, the introduction of scientific 
system of indenting, purchasing and of maintaining of priced ledger brooks 
no delay. 


30. We recommend that the N.C.D.G. should appoint a small committee 
of competent officers to draw-up a programme for undertaking and com- 
pleting all these improvements within a period of say, next one year to eighteen 
months. The Committee should, if necessary, have access to expert advice 
in stores management in laying down the precise steps to be taken. Whatever 
measures are thus evolved, the N.C.D.C. should ensure that all these improve- 
ments are carried out, during the stipulated time, both by the officers of the 
stores and purchase departments and also by the Colliery Managers, Project 
Officers, Area General Managers and the Accounts and Finance Officers. 


ANNEXURE TO CHAPTER XIII 
Extract from the report of Area Genereal Manager, Karanpura 


As a result of demechanization at the underground coal face by. with- 
drawing Shuttle Cars and Loaders, this work has to be done by manual loaders 
recruited specially for this purpose. Category-wise provisions of the Project 
Report were, therefore, infringed not only in respect of the manual loaders but 
also in respect of such junior supervisory staff as are required to cater to the 
needs of such a large strength cf piece-rated workmen. In some mines, due to 
swing of contours and also due to production dropping below economic levels, 
belt conveyors were replaced by tubs and tracks and consequently, the strength 
of Trammers, Line Mistries and Line Mazdoors increased. 


J am enclosing a statement showing the actual strength of labour and as 
rovided in the Project Report and it will be seen from this statement that in 
spite of the above deviations the overall provisions of the Project Reports have 
not been infringed. In fact, if all the piece-rated loaders whose employment be- 
came unavoidable due to demechanisation-are eliminated from the list, the 
existing strength of workmen is well within the Project Report Provisions. 


NATIONAL COAL DEVELOPMENT CORPORATION LIMITED 
KARANPURA FIELD - 


Statement showing Average Numbers of Persons employed 














Project Actual Employment Produc. Actual 
Name of Report ————— Ann tion =: 987-68 
Projects Braision Piece rated Loaders Total including Piece as per 

(including. tated Loaders Project 


A SoA ——-, Report 
65-66 1986-67 1964-65 1965-66 1966-67 





indirect ————-—- 
provision)1964-65 19 
(million tonne) 





1, Bhurkun- 

da (inclu- 

ding Old 

Bhurkunda) 4,149 1,448 1,519 1,512 4,497 4,280 4,192 1°30 0-69 
2. Gidi ‘A’ 3,956 1,724 1,322 1,201 4,235 3,776 3,583 1-70 0-67 


8. Gidi ‘C’ 722 es oe a 382 372 388 0-40 0:27 
4, Argada 664 134 134 148 404 395 410 0-12 0-04 
5. Saunda 2,599 958 928 853 2,818 2,741 2,584 1-20 0-34 
6. Sayal -. 1,598 1,137 1,172 1,168 2,300 2,381 2,444 0-50 0°39 
7, Bachra 1,236 897 873 823 1,746 =1,726 ~=—:1,710 0-50 0-20 





Total 14,924 6,298 5,944 5,705 16,312 15,671 15,311 5-72 2-60 





Committee’s comment : The above statement does not take into account the fact that actual 
production at all these collieries is less than what was envisaged in 
the project estimate. The estimated target production and actual 
production in 1967-68 is inserted in the statement. 
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CHAPTER XIV 
SPARE PARTS AND WORKSHOP FACILITIES 


Inadequate supplies of spare parts has beet the one single reason why a 
large number of machines both for underground and opencast mines has re- 
mained idle and under break-down over long periods, Almost all these machines 
are imported. The manufacture of the equipment required by this industry has 
not yet developed in the country except in the case of coal cutting machines 
for which spare parts are made in India. Spare parts of other machinery 
required for its maintenance have to be imported. 


2. The position has been particularly difficult in regard to the earthmoving 
machinery used on opencast mines. The earthmoving machinery purchased 
by the N.C.D.C. has been of different makes and differert sizes. There are 
as many asa dozen different types of shovels and dumpers in use. The types 
purchased were determined by the source of foreign exchange available as 
well as by the requirement of the particular tasks which the earth-moving 
machinery was to undertake. No thought was given to the standardisation of 
the equipment purchased. When proposals for raising the targetted capacity 
of Kathara mines from 1-5 million tonnes to 3 million tonnes was approved, 
arrangements were made for ordering larger size shovels and dumpers for that 
mine. Parts required for differeiit types and sizes of machines are frequently 
not inter-changeable. Looking back it is possible to say that by ordering 
different types of machines the N.C.D.C. has increased its difficulties in regard 
to the supply of spare parts, 


3. As usual, spare parts to the value of 15% of the cost of machinery were 
ordered by the N.C.D.C. along with the order of the equipment. As mechani- 
sation was newly introduced there was no past experience as to the precise 
nature and quantum of spare parts needed for keeping the machines in proper 
order under Indian conditions. The N.C.D.C. had necessarily to depend on the 
manufacturers to prepare the lists of these initial spares. The manufacturers 
or their agents again had no past experience of the use of such machinery in 
India, on coal mining projects. Their lists did not, therefore, represent the 
actual requirements as found by the subsequent experience. The manufacturers 
and their agents often took a long time to prepare the lists. Not all supplies 
were manufactured by the suppliers of the machines. Many had to be obtained 
from other manufacturers. Frequently there were delays in making the supplies 
available. In certain cases, some of these parts have not been received even 
now, whereas the machines were obtained and put into use several years ago. 


4. As the experience of the N.C.D.C. officers grew, they were able to com- 
ment on the suppliers’ list more meaningfully and even to compile their own 
lists of requirement to suit the Indian conditions. However, this experience 
took several years to build up. 
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5. Part of the supplies of spare parts obtained particularly in the earlier 
years have rem ined unutilised over a period of years. The analysis made by 
the Controller of Stores in one colliery shows that as many as 817 items of 
spare parts valued at Rs. 2 lakhs had no consumption at all for three years 
or more. At two other collieries, the value of such items exceeded Rs. 8 lakhs 
and 13 lakhs, respectively. 


6. The working conditions in which machines ere deployed also effect their 
spare parts needs. If the haul roads are properly graded, dumpers can move 
over them without a great deal of strain on their fast moving components like 
tyres, engine, transmission gears, etc. Consequently, break-downs are more 
frequent if the dumpers are made to do service over rough roads and steep 
gradients. Provision of adequate working conditions is therefore, an important 
determinant in the employment of plant and machinery. 


7. Subsequent requirements of spare parts as they arose, were, in initial 
years, obtained by the N.C.D.C. primarily through accredited agents in India 
of the manufacturers of the equipment. In the initial years, when these agents 
were able to obtain adequate import licences, there was not a great deal of 
difficulty in obtaining the supply of spare parts. The method of doing so was to 
place rate-running contract with the manufacturer’s agents, either direct by 
the N.C.D.C. or through the DGS&D. The only difficulty that often occurred 
during this earlier period was in respect. of spare parts whose import was pro- 
hibited on the ground that there was indigenous manufacture. In the case of 
such spare parts the evidence of non-availability of indigenous supplies had to 
be furnished to the import licensing authorities before these were allowed to be 
imported, this procedure often takes a long time. 


8. Difficulties as to the import of spare parts began to be acute when 
after 1963-64 the foreign exchange quotas of the established importers were 
reduced. The accredited agents of the foreign manufacturer began to ask for 
allocations of foreign exchange for fulfilling the orders placed by the N.C:D.C. 
It was then that the Corporation was required to evolve procedure for making 
other arrangements for the import of spare parts. The Corporation. has pointed 
out to us that the foreign exchange allocations made by the Government were 
meagre compared to their demands. The position was more acute in respect of 
opencast machines than in regard to the underground machines for which 
a variety of spare parts could be obtained indigenously. The amounts of foreign 
exchange (from free resources and rupee payments) allocated to the N.C.D.C. 
for the purchase of spares for opencast machinery are indicated below— 


Rs. in lakhs 


1962-63 a os ve ie 3 = 42°75 
1963-64 on a “6 ns - ais 22-40 
1964-65 aa ie Pr) 7 ee 4 8°78 
1965-66 os re es ne oe ss 2°95 


1966-67 os ore ae va 34 25-22 
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This drastic reduction in the foreign exchange allocations for spare parts reflects 
the actual scarcity of foreign exchange which developed since 1963-64, and 
continued till 1966-67. The allocations for spare parts were more difficult to 
obtain than those for equipment, as the latter was often available under some 
aid programme or other. Under the laws of the countries who offered aid 
for capital equipment, the aid funds * could not be utilised for the import of the 
spare parts. The position changed only some time in 1966 when supplies 
of spare part; were allowed** to be liberally imported, from certain countries 
and against their aid programmes. Imports of certain parts are banned on the 
ground of their indigenous availability. The Corporation tells us that in respect 
of at least some of these banned items, the indigenous suppliers were unable to 
provide the supplies. 


9. During this period of scarcity of foreign exchange, it was no longer 
possible for the N.C.D.C. to obtain their supplies from the agents of foreign 
manufacturers under their normal import licences and foreign exchange allo- 
cations and import licences had to be obtained specially for each order and 
frequently the process of obtaining them took several months and some time 
years, Consequently, delays occurred in obtaining these spare parts. It is possi- 
ble that because of these procedural...delays and lack of sustained efforts to 
resolve the various problems connected with foreign exchange allocations and 
imports, even the small amount of foreign exchange that was allocated was 
not fully availed of. We have not found it possible to ascertain if all the 
foreign exchange released for the import of spare parts, meagre as it was, was 
actually utilised. 


10. The N.C.D.C.’s experience with the import of spare parts during the 
last few years has not, therefore, been happy. Now that the imports of spare 
parts have remained liberal since the latter part of 1966, the N.C.D.C. should 
have another look at its procedures in order to see that these do not stand in 
the way of making the full use of such foreign exchange as is made available 
to it for the import of the much needed spare parts. 


11. Another line for investigation is to see how indigenous supplies of these 
spare parts could be promoted. The Mining and Allied Machinery Corporation 
at Durgapur has been specially established to cater to the manufacture of 
mining equipment. There should be a very close liaison between the N.C.D.C. 
and the MAMC and HECft at Ranchi in regard to the manufacture of the 
mining equipment. Similar coordinating efforts are necessary in order to secure 
from the Bharat Earth Movers and other manufacturers of earthmoving machi- 
nery early deliveries of equipment. The N.C.D.C. has pointed out to us that 
for certain orders placed by the Corporation on the MAMC supplies have been 
inordinately delayed and in one or two cases the equipment supplied has not 
been found to be suitable and conforming to the safety regulations. These 
are problems which need to be quickly resolved by mutual consultation between 





*It has now been ascertained from the Ministry of Finance that complete engines could have 
been purchased, but not parts of engines or other parts of the equipment such as tyres, 


**In September, 1967 we were surprised to find that senior technical officers of the N.C.D.C. 
were not aware of the import liberalisation made in July, 1966 of spare parts of machinery, 


+Heavy Engineering Corporation. 
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the parties concerned. It is essential that indigenous supplies of equipment 
should be developed as early as possible. The N.C.D.C. and these manufacturers 
of machinery in India—both in public and private sector—should join together 
in making these special efforts to develop these indigenous sources. Specially 
in the case of opencast mines, the N.C.D.C. will soon have to place a number of 
replacement orders as and when the machinery imported in the earlier years 
completes its period of useful service. It should be possible, therefore, for the 
N.C.D.C. to provide long term orders to the maaufacturers on condition that 
they develop the manufacture to the specifications required, and make all 
arrangements necessary for their timely deliveries at reasonable prices. 


12. Indigenous manufacturers of machinery and equipment should them- 
selves be able to provide supply of spare parts as required. It should be one of 
the terms of arrangements between the N.C.D.C. and the major suppliers 
that adequate supplies of spare parts will be forthcoming for the equipment 
supplied by them. : 


13. For the maintenance of equipment and machines the N.C.D.C. 
has established colliery workshops at each colliery and two Central Workshops 
one at Barkakana and at Korba. The workshops at the collieries -that we visited 
seem to have been well laid out-and contain all the necessary equipment for 
minor repairs and maintenance including lubrication service. For major 
repairs and overhaul, the plant and machinery have to he sent to the Central 
Workshop. We have been informed that the running repairs and maintenance 
are adequately looked after by the N.C.D.C. staff at the various collieries. 
It is only when supplies of spare parts become necessary and these are not 
readily available in the stores, that, the machines have remained under break- 
down for long periods. Each colliery has a complement of mechanical and elec- 
trical engineers who are in charge of maintenance, minor repairs and lubri- 
cation service. 


14, The Central Workshop at Barkakana was brought into commission in 
April, 1961. Its primary purpose was to undertake major overhauls for the 
plant and equipment of the N.C.D.C. It has facilities for the overhaul of engines, 
repair of tyres and.of electrical equipment and the transmission system. The 
project Report for Barkakana estimated its cost at Rs. 130 lakhs. A part of 
the machinery required for this workshop was obtained from the *US Defence 
Supplies at much reduced rates. The investment in the workshop (excluding 
township) was only Rs. 85 lakhs. The man-power required by the project. was 
1300 and actual employment on 1-7-1967 was 857. The workshop has also un- 
dertaken manufacture of spare parts. Initially the workshop did not have the 
technology for the manufacture of spare parts. There is also a problem of 
obtaining raw material for their manufacture. The workshop has a laboratory 
now for analysis and testing of raw material and the finished goods. It has 
been trying to obtain the technology from the manufacturers but it has not 
succeeded except with the USSR auth®rities who have now agreed to sell the 


*Subsequently, in 1965 it was found that a small number of the machine tools obtained were 
old and difficult to operate and maintain. After a survey of equipment by a Survey Committee 
consisting of certain technical experts, these old machines were disposed of. The original cost of 
these machines being low the disposal did not result in any losses. The original book value of 
these machines was Rs. 69,339; the sale proceeds were Rs. 1,38,550, 
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drawings and technology for the spare parts of the equipment made in USSR. 
At present, 1600 items of spare parts are reported to be under manufacture by 
the Central Workshop at Barkakana and it is expected that the number would 


increase to 2000 very shortly. A great deal of leeway has, however, yet to be 
made in this direction. 


15. It is understood that the annual turn-over of the Barkakana Central 
Workshop is of the order of Rs, one crore. According to the statement made to 
us, in seven years of its existence 1087 engines, 145 shovels dumpers 
and dozers, and 4 other machines are reported to have been overhauled 
and 1024 major electrical jobs undertaken. 


16. Another Workshop which is set up with USSR collaboration was 
inaugurated at Korba in August, 1967. The workshop was located at Korba in, 
order to serve the repair needs of the collieries in Madhya Pradesh and Maha- 
yrashtra areas, The workshop itself is located very near the Manikpur colliery 
and is connected by rail and road, The projected capital cost of the project was 
Rs. 2 crores: Most of the machinery has been installed and the workshop is 
ready to accept orders. However, during our visit to this workshop in December 
1967, we noticed that not much work was undertaken at the workshop. It is 
evident that there has been no pre-planning to bring the workshop into use 
without delay. There was no planning and design cffice. No technical supervi- 
sors had been trained or skilled Jabour obtained for the operation of the machine 
and no plans had becn made to obtain the requisite quality of raw material 
needed for the manufacture cf spare parts, even though, according to copies of 
letters shown, to us, the Superitendent of the Workshop had drawn attention 
to these deficiencies as carly as 1965 and asked the headquarters at Ranchi to 
prepare prior plans for the use of the workshop, when completed. It would 
seem that this large workshop facility which has been recently completed would 
remain largely idle and only partly utilised until proper arrangements are made 
for bringing .t in to full use. We were told that the N.C.D.C.’s orders would 
absorb only 70 per cent of the capacity of the workshop and that the workshop 
would be in a position to undertake orders from other customers. 


17. We consider that immediate attention is needed for planning the effec- 
tive use of these workshops, not only in the matter of providing major over- 
hauls for the plant and machinery of the N.C.D.C. but also for the manufacture, 
of spare parts and, where possible, even for the execution of orders from other 
customers. For this purpose, these two workshops should be staffed with com- 
petent management, with requisite staff of technical officers, workshop supervi- 
sors, store keepers, cost accounts officers, administrative and person 1el officers, 
drawing upon the existing personnel of the N.C.D.C. to the extent possible. 
The workshops should be regarded more or less as independent units aud their 
work should be directly supervised at the higher level by the Chicf Engineer 
(E & M) at Ranchi who should be made fully responsible to make these work- 
shops achieve the maximum degree of efficiency and usefulness. It may be 
necessary for the N.C.D.C. to obtain outside assistance ffom the management of 
similar workshops in private or public sector to advise the Corporation as to the 
way in which these workshops could be suitably manned and fully utilised. The 
staff of the workshops itself should have uot only the knowledge of the work- 
shop practices and the mechanical requirements of the various types of machines 
M/P(D) 248 M. of SM&M—14 
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in use of the N.C.D.C., but also ay aptitude and resourcefulness to render 
maximum service whether by way of overhaul of existing machinery or by way 
of design and manufacture of spare parts. The officers for the workshops should 
be selected from amongst those employed at the collieries but if adequate 
talent suitable for running these repair and manufacturing workshops is not 
found from amongst existing N.C.D.C. personnel there should be no hesitation 
in taking persons from outside. The workshops should try to meet the needs of 
the collieries to the largest extent possible. If the N.C.D.C. work does not 
absorb the capacity of the workshops they should be free to obtain orders from 
other sources. It should be, however, understood that the N.C.D.C, has a 
prior claim on the workshop facility and its equipment. 


18. Questions have some times been raised that if the cost of repairs or 
manufacture at these workshops is high as compared. to what is payable to an 
alternative source of supply, it would impose an unnecessary burden on the _ 
collieries to obtain services and supplics from the Central Workshops. This ques- 
tion is, in fact, related to the pricing procedure for the jobs undertaker by the 
workshops. Obviously, if the cost of a job is found to be high, the workshop 
should immediately put itself on enquiry as to why the cost could not be reduc- 
ed and brought dewn at least to the level of the alternative quotations. On the 
other hand, if the N.C.D.C. collieries do not-make full use of these workshop 
facilities, rendering them idle or unutilised, that in itself would affect the 
aggregate financial positicn of the Corporation. Cost of those works which 
cannot be undertaken elsewhere would correspondingly go wp. it is, therefore, in 
‘the larger interest of the Corporation that the ccllieries should make full use 
of these facilities. If there are price disputes between the workshops and the 
collieries, doubtless some suitable internal machinery for determining the price 
that should be charged fcr the work aud to decide the issues involved, could be 
evolved by the N.C.D.C. 


CHAPTER XV 
MANAGEMENT AT COLLIERY LEVEL 


Having determined the quantities and grades of coal to be produced at 
each colliery, it is necessary to ensure that the requisite production level is reach- 
ed at the minimum possible ccst. The supply of equipment, spares and stores 
and adequate care and maintenance of plant and machinery constitute one 
factor in securing performance in this direction. The most important factor is 
the managerial skill particularly at the local level. 


2. The principal officer of the N.C.D.C. at the colliery level is Project 
Officer/Deputy Superintendent of Collieries. Where the colliery is bemy deve- 
loped, the officer is designated as Project Officer, whereas for revenue collicries 
his designaticn is that of Deputy Superintendent of collieries. The latter desig- 
nation is not strictly descriptive of the role which this officer plays in bringing 
about increased production. The D.S.0.C. has one or more subordinate officers 
who are designated as Colliery Managers)and who are statutorily responsible 
as Managers under the Mines Safety Legislation. But these colliery managers 
have no powers, administrative, financial or disciplinary, It is the Project 
Officer or the D.8.0.C. who has all the management powers and functions. The 
so-called colliery managers are frequently just no more than staff officers to the 
D.8.0.C. They supervise the work of coal extraction and its movement to pit- 
head and ensure that safety regulations are strictly adhered to. Li all respects 
they are just like other staff officers who are required to attend to tho care and 
maimtevance of plant and machinery, cost accounts, labour relations, and gene- 
ral administration. The administrative and managerial functions vest in the 
D.S.0.C. who is the head of the team. It is his responsibility to exercise the 
administrative and financial powers delegated to him in fulfilment of these fune- 
tions. It is also his responsibility to give effeet to such policy directives or other 
instructions which may be issued to him from the headquarters at Ranchi or 
from the Area headquarters. The staff officers, including the so-called colliery 
managers are his help-mates. 


3. The principal functions of the D.8.0.C/Pzoject Office: is to secure 
requisite production, at minimum possible costs. Many opportunities ate indeed 
open to the D.8.0.C/Project Officer to exercise his ability ard resourcefulness 
to bring about economies in the work at the collieries, within the general policy 
frame work as laid down from the Headquarters or Arca offices. In cur question- 
naire to several local officers -f the N.C.D.C. we invited suggestions as to how 
economies could be brought about in cost of production. Many usefiu suggestions 
have been received. Some of them have necessarily to be considered as matters 
of general policy at the head quarters and/or at the area level. Some can be given 
effect to by the DSOC/Project Officers, Even for those suggestions which require 
to be considered at higher levels, it would be for the DSOC/Project Officer to 
implement whatever orders are issued from higher offices, We mention here by 
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way of illustration a number of such suggestions which have been mentioned in 
the replies of the N.C.D.C. officials— 

(1) Where wear and tear or tyres of dumpers is considerable, money 
should be spent on making and maintaining heavy duty haul roads 
with good surface to save tyres. 

(2) Haul distance of coal and overburden should be reduced. 


(3) Wasteful travelling of machinery can be reduced by controlling or 
eliminating the use of vehicles for such purposes as carrying personnel, 
tours, information, coal for domestic consumption etc. Alternative 
arrangements can be made for these purposes, 


(4) Overtime allowance should be controlled and curtailed. 
(5) The number of coal loaders and sand loaders can be reduced. 


(6) Efforts should be made to reduce demurrage by providing coal hand- 
ling plant and bunkers where necessary. 


(7) Careful watch should be kept on muster rolls and employment of 
casual labour. 
(8) Surplus labour should be retrenched or otherwise disposed of. 
(9) Quantitative and qualitative norms of work should be fixed for the 
engineering sections, 
(10) There should be incentives for all categories of workers and officers. 


(11) There should be some system of penalising bad work and the discipli- 
nary procedures should be speeded up. 


4, Then there are ways of securing economies by means of improved 
techniques and improved organisation. If the required production is obtained 
by the intensive exploitation of a limited number of faces and seams the unit 
cost of production would be lower than what it would be by spreading the effort 
to different seams and to a large number of coal faces. In this and other similar 
matters, each colliery would present problems of its own and it would be for 
the D.S.0.C. to examine how these problems can be resolved and maximum 
economies secured. Similarly, deployment of matching units of machinery 
would yield better results than what an indifferent or unmatched set of machines 
would do. Some of these solutions may need the advice and detailed investiga- 
tion by industrial engineers; but a great deal can be done even without such 
advice and it is for thx D.S.0.C./Project Officer to explore these pos:ibilities 
and act on his initiative. What is important is to build up cost consciousness 
amongst these officers and through them, among the rest of the colliery staff 


and workers. 

5. One question which frequently arose during our visits to collieries and in 
the replies of some colliery officers to the questionnaire is whether the D.S.0.C. 
himself should not be also statutorily responsible as Manager of the Colliery 
under the Mines Safcty Legislation. A number of colliery managers have 
informed us that they are called on to shoulder this statutory responsibility, 
whereas they have themselves no administrative or financial or disciplinary 
powers to ensure that requisite measures are taken in fulfilment of these 
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responsibilities. They have to seek the orders of the D.S.0.C. who is admini- 
stratively responsible to the higher management not only for production and 
cost but also for the labour relations and due observance of safety regulations. 
Their suggestion is that they should be given requisite powers, as well as admi- 
nistrative jurisdiction, corresponding to these responsibilities. If this sug- 
gestion is accepted, there will be a great deal of diffusion of financial and 
administrative responsibilities, thereby causing greater complications and 
difficulties. The Committee, however, considers that there is substance in 
the suggestion that the officers who are administratively responsible for pro- 
duction cost, labour relations and safety should also be statutorily responsible 
for the observance of safety regulations. The correct remedy would be that, 
wherever permissible, the D.S.0.C. should himself assume the responsibilities 
of the Colliery Manager under the Mines Sifety Regulations. We do not propose 
however, that for this purpose the number of D.S.0.C. should be increased. 
What is proposed is that to the extent that the Regulations permit, the statutory 
responsibility for the safety and the administrative responsibility should be 
combined. Where this is not permissible under the Mines Safety Regulations, the 
existing position should continue. We understood that in the earlier years the 
N.C.D.C. had appointed a large number of Colliery Managers under the Mines 
Safety Regulations, each for a separate set of inclines. We consulted the Director 
General of Mines Safety and find that, strictly, it was not necessary under those 
Regulations to appoint so many Colliery Managers, as the charge of a few 
neighbouring inclines could be combined under one Manager. We understand, 
the position has since then been rectified to a great extent. It is desirable, 
however, to review the position and to ensure ‘that the numbers of Colliery 
Managers so appointed for the purpose of Mines Safety Regulations are the 
minimum required under the law. 


6. We have stated that in the discharge of his responsibilities, the D.8.0.0. 
should have the supporting staff of technical, administrative, personnel and 
accounts officers. The staff need not be large; the number of persons required 
and their status should depend strictly on quantum of respective workloads, 
There is no reason why the staff officer should be an Executive Engineer, when 
the quantum of work justifies only an Assistant Engineer. It is important, how- 
ever, that all such staff works under the administrative jurisdiction of the 
D.8.0.0. and regard themselves as his staff officers. In technical matters, their 
work would be subject to supervision, inspection and guidance from the appro- 
priate senior technical officers of the areas and the headquarters; in such matters 
they should be guided by the instructions from the higher authorities; but 
administratively they should be under the control of D.S.0.C. Similarly, the 
cost Accountant or Assistant Cost Accounts Officers responsible for the costing 
work at the colliery should receive guidance from and follow the instructions 
of Cost Accounts Officers of the Area in the technical matter of costing; but 
administratively he should be the Staff Officer of the D.S.0.C. It is the principal 
duty of the D.S8.0.C. to ensure that he and his staff work as a team with a 
common purpose. In securing their requisite cooperation, the D.S.0.C. himself 
would find it convenient to leave these officers mostly free to carry out their 
functions in accordance with their own knowledge of the techniques relating to 
care and maintenance of machinery, maintenance of accounts, labour legislation 
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etc. and be generally guided by their advice. Intervention from him should not, 
ordinarily arise except when required in the overall interest of production, 
economy in costs, safety standards or labour relations. 


7. Many officers of the N.C.D.C. have pointed out to us that there are no 
codes and manuals laying down the duties of various officers of the Corporation. 
The responsibilities of individuals are not precisely defined and these are left 
to be inferred from various designations. This indeed is*a major lacuna. The 
position has become even complex because initially the various departments 
were organised vertically with the head of the department at Ranchi having 
control of the respective officers in the fields. Thus, the civil engineering 
officers in charge of the building construction at various projects were directly 
responsible to the Superintending Engineers of the areas and through them to 
the Chief Civil Engineer at Ranchi. The Maintenance Engineers of E. & M. 
Department were similarly treated as being responsible to the Chief Engineer 
K. & M. at Ranchi through the respective hierarchy. Similar was the case in 
respect of accounts staff. One result of this verticalisation of cadres was the 
wo..kening of the local responsibility of the D.S.0.C. and at the middle level 
that of the A.G.M. Another result of it was the tendency of each department 
to proliferate and build up large cadres-for itself, irrespective of what may be 
justified by current work-loads: Co-ordination of all these functions took place 
only at the headquarters in Ranchi. Otherwise, each department carried its 
own work in its own way at various local levels. Frequently, these arrangements 
resulted in confusion and extravagance which arose from the lack of co- 
ordinated progress of projects and production. Later since 1962 some measures 
were taken for decentralisation of various functions, constitution of areas, 
delegation of administrative and financial powers to the A.G.Ms. and to the 
Project. Officers/D.S.0.Cs. However, on account of these earlier traditions of 
centralised working and in the absence of codes and manuals defining powers 
and functions of each officer in each field, there is still a noticeable lack of 

co-ordination at the colliery and area levels. 


8. It is, therefore, essential that N.C.D.C. should fully recognise the D.8.0.C./ 
Project Officer as the principal officer on the spot responsible for production, 
economy in costs, safety and labour relations as well as for carrying out all 
those policy instructions which are issued from time to time from the head- 
quarters. On our visit to the collieries, we have had opportunity to meet a 
number of officers presently holding charge as Project Officer or D.S8.0.Cs. We 
are impressed with the competence and ability of a large number of these officers. 
We are also convinced that a large number of them has the right aptitude to 
work and that, given encouragement and guidance from the higher levels of 
administration, they have the ability to raise the performance of the N.C.D.C. 
to a much higher level than at present. 


9. We agree that codes and manuals should be prepared early for the gui- 
dance of officers working in the field as well as in the Area and Headquarters 
organisation. These should define the duties of each officer and prescribe pro- 
cedures for their work. It is for the Headquarters to take action for the formula- 
tion of these codes. In the interim period and having regard to the principal 
role of the D.S.0.Cs./Project Officers, initially it could very well be left to them 
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to define the respective responsibilities of their officers. It would be for the 
D.S.0.C. to ensure a harmonious working of his team. It could also be for him 
to secure the cooperation not only of his officers but also of the middle level 
personnel like foremen, under-managers, overseers and with their help to 
secure adequate cooperation from the mining personnel. The managerial skill 
of this key officer of the colliery should indeed be the basic corner stone of the 
N.C.D.C.s’ performance. Its work and performance will clearly come to be judg- 
ed by the extent to which he succeeds in these directions. 


10, Having thus formulated the respective roles of the various staff 
officers at the colliery level the D.8.0.C./Project Officers should evolve the 
office procedures and define office duties in such a way as to obtain the best 
results with minimum complement of staff and men. If any of the procedures 
laid down by the headquarters or the arezs come in the way of this objec- 
tive, it should be possible for him by consultations at the requisite level to 
secure necessary changes and modifications, The procedures laid down from 
the headquarters should also be such as to strengthen this role of the 
D.8.0.C. and Project Officers, 


11, In our First Report we have already recommended that the form of 
cost sheet should be reviewed and modified so as to present in it separately 
all those costs, which relate to matters within the control of the local officers. 
These should comprise not only of the expenditure incurred in the form of 
salaries, wages and other amenities on man-power or in the form of stores 
and spare parts of machinery, but also of the extent of use of the machinery 
and equipment. In so far as the cost sheet forms a necessary tool to him to 
consider whatever economies are possible in the costs, such @ modification of 
the cost sheet should be materially helpful to him in securing these economies. 


12, Equally there should be a review of the administrative and financial 
powers delegated to the DSOC/Project. Officers. It may not be necessary 
to enlarge these powers. The objective of such a review should be to make 
only such adjustments as would enable them to carry out effectively their 
day-to-day functions of production and local management, keeping in view 
the general policy objectives of the Corporation. 


13, The delegation of these powers should not, however, mean that there 
should be no control on their work. The control should take the form of pres- 
cribing progress reports and returns. The DSOC/Project Officers should 
also be required to report on all such important matters which should come to 
the notice of the higher authorities. Further there should be a system of 
regular inspection by supervisory officers both from the area and the head- 
quarters level; There should be frequent consultations between the Project 
Officer/DSOCs on the one hand and the technical and administrative officers 
of the area and headquarters levels. These consultations would ensure not 
only an inter-change of ideas between the project and the policy making levels, 
but also would secure necessary guidance for the Project Officer from the 
higher levels. In themselves such consultations would also ensure a measure 
of control on the work of the Project Officers. Besides these direct measures 
of control, the area and headquarters would also exercise control, when certain 
more important matters are required to be referred to them for decisions and 
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sanction, and by such indirect checks as internal audit, technical scrutiny 
of projects and of the working of projects, cost enquiries and vigilance activi- 
ties. 


14, Having thus ensphasised the duties of the Project Officer and DSOC, 
we have considered whether, and if so what incentives should be provided 
for this officer to put out his best performance. In the past it was customary 
for the N.C.D.C. to assess the work of each officer on the basis of his perfor- 
raance in production, economies of costs, labour relationship and safety record. 
Officers with the best performance in these four aspects of their work could 
have received recognition by way of promotions etc. Many of the officers 
have in the initial years of the Corporation received fairly rapid promotions. 
There was a rapid growth of the work of the Corporation which made it possible 
to make these promotions. Since 1964, however, the opportunities cf promo- 
tions have diminished. It may be that in future the opportunities for promo- 
tion will not be as rapid as in the past. Nevertheles:, it should be possible to 
consider the performance of each officer and in the case of really good perfor- 
mance, to award accelerated increments, honoraria, merit allowance—some 
such monetary incentives to the selected officers. 


15. An obverse of this proposal isto penalise those whose work is not 
up to the standard, It may be possible in some cases to relegate such persons 
to positions of less responsibility and in eases of proved negligence or in-effi 
ciency, to take other disciplinary action. 


16. But it is not the monetary incentives alone which are required in 
securing that these officers carry out theit tasks to the best of their ability. 
There are many other ways in which recognition to their work can be given. 
N.C.D.C. might find it desirable to introduce some system of medals, certificates 
of merits or other awards to officers of the rank of D.S.0.C. and below. An 
important objective is to make the Project Officer/DSOC feel that he is an 
important link in the administrative hierarchy whose work directly deterniines 
the overall performance of the Corporation. 


17. Such a feeling can also be brought about, by providing opportunities 
for consultations with other similar officers, inter-change of ideas with them, 
and improvement of their knowledge. We suggest that every quarter the 
Project Officers and the DSOCs of each area should meet, discuss matters 
relating to their problems, receive guidance from the A. G. Ms. and the technical 
officers of the headquarters. These discussions will be mutually beneficial 
and promote camaraderie amongst these officers. Similarly there should be 
half yearly or at least annually a conference of all the DSOCs/Project Officers 
at the headquarters. Contacts between these officers and the area and head- 
quarters officers should be increased by more frequent inspections and visits 
from senior management. This inspection/supervision tours should not be 
confined only 10 the technical supervision, The M. D. and other Directors 
and their deputies should also pay frequent visits to the areas and thereby 
improve their own appreciation of the local problems as well as help in resolving 
them on the spot. Furthermore, the DSOCs/Project Officers and those other 
officers who may have the potential of undertaking these responsibilities, 
should be given a course of management training at the recognised institutes 
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in the country. One of the ways of improving the technique and knowledge 
is by means of a house magazine on technical matters, which would give 
opportunities to officers to relate their own experience of development of 
collieries and ensuring production, so that these could be of some guidance 
to others for handling similar problems. 


18. Indeed these ideas can be further extended to the more junior technical 
officers of the collieries and the staff level. There could be seminars and con- 
ferences of junior officors and of foremen and operators, at the appropriate 
level, They should be enccuraged at such seminars and corferences to relate 
their own experiences. These seminars and conferences, will thus promote 
improvement of knowledge and technique as well as promote a spirit of 
camaraderie and abiding interest in work. 


19. An important task of the DSOCs/Project Officer is to secure and main- 
tain the cooperation of labour. The matter is not free from difficulties. A 
more detailed discussion of the problems that arise in labour management 
relations is contained in a separate Chapter. Many of these problems cannot 
be effectively resolved at the level of the Project Officers. Some of them have 
to be handled not only at the area level but also at the headquarters level. 
Nevertheless, there are a number of matters which have to be resolved with 
tact, perseverance and maragement skill by. the local officers and more parti- 
sularly by the DSOCs/Project Officers, It is at this workirg level, workers 
and supervising officials come into daily contact and problems arise which 
need to be resolved, so as to promote the cause of production and consequential 
betterment of the performance of the N.C.D.C. Frequently, changes in methods 
_ of work, designed to bring about economies or some other objective can be 
introduced with the willing cooperation of labour, if matters are explained in 
detail sneaeny difficulties that may be ‘brought out are overcome. In 
doing so, the DSOC/Project Officer has necessarily to display a sense of 
purpose, a sense of fairness, patience and understanding. 


CHAPTER XVI 
ADMINISTRATION AT AREA LEVEL 


For the line organisation, the work of the N.C.D.C. is divided into 10 
areas, each in the charge of either an Area General Manager or Additional 
Area General Manager. Over the last several years, this officer has come to 
occupy an important position in the Corporation. It is to him that the Manag- 
ing Director at the headquarters and the Board of Directors look to for carrying 
out their decisions at the local levels. In the beginning there were only three 
areas. However, as the work increased and more projects were undertaken, 


additional areas were established. 
2. We considered whether there was justification fcr as many as 10 areas. 


The details in respect of each area in regard to the output, labour force, number 
of collieries in the charge and capital cost are shown in the following table— 











No. of units Actual Actual Staff 
Area oS Production Capital strength 
(‘ollieries | Others in expenditure on 
1967-68 till 1-3-68 
(m.tonnes) 31-3-67 
. (crores of 
Rs.) 
1 2 3 4 5 6 
AL 
1, Bokaro-Kargali uf a 6 4 2-83 32°18 17,960 
(6-82) (9-30) 
7 3 2-60 29-95 15,633 


2, Karanpura 578) ners 


0-01 12-69 2,164 
(4:26) (20-16) 


to 


8. Central Jharia 


4. Giridih os as oe 2 1 0-29 0:47 4,852 
(0-43) (—) 

5. Orissa ed x - 3% cs 0-65 5-30 5,649 
(1:56) (3-00) 

6. Korba 20 i + 4 1 1-18 17-98 6,522 
(3-00) (5-14) 

7. Baikunthpur 4* ae 1-29 10-66 6,443 
(2:80) (4-58) 

8. Bisrampur .. ss as oF bea 0-95 10°82 2,082 
(3-30) (2-81) 

9, Singranli.. nd an 1* me 0-22 2°79 410 
(2-00) (4-57) 

10. Nagpur e> as or 3 ne 0-33 4-59 $00 
ean oe. _{4-85) (3-54) 





Figures in brackets in columns 4 and 5 represent respectively the total target of production 
and further likely investment as per project report. 

*Excludes 2 mines in Orissa, 2 in Bisrampur, 2 in Baikunthpur and 1 in Singrauli on which 
work has been suspended. 

+As given in N.C.D.C’s capital budget statement for 1968-69. Due to increase in the estimated 
costs of the projects, the actual additional investment will be much higher, 
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Tt will be noticed that the picture is uneven. Two areas, namely, Giridih 
and Singrauli comprise of just one group of collieries each. Similarly, the 
three areas of Bisrampur, Nagpur and Orissa are relatively smaller than those 
at Korba, Karanpura, Bokaro-Kargali and Central Jharia. We considered 
whether the two smallest units at Singrauli and Giridih could be joined on to 
nearby larger areas. Giridih itself is only 60 miles away by road from Central 
Jharia and could have been ineluded in the Central Jharia area. It is also 
not very much further away from Bokaro-Kargali area. However, elsewhere 
we have stated that the two deep shaft mines of Central Jharia require close 
attention by competent senior officers. The A.G.M. in-charge of Bokaro and 
Kargali could not also be given the charge of Giridih as he will shortly be 
required to look after some three washery projects. It is important that the 
attention of these two A.G.Ms, is not distracted by the inclusion in their charge 
of the distant mines like Giridih group. The mines at Giridih themselves are 
near exhaustion and it is not certain how long these will continue to be exploited. 
Tn the case of Singrauli, there is no nearby area to which it can be tagged on, 
as there is no casy communication between that area and the nearest areas 
of Baikunthpur and Bisrampur. However, the two small areas of Baikunth- 
pur and Bisrampur could be combined and placed in the charge of one A.G.M. 
Taking these geographical factors into.account, therefore, we conclude that 
the number of areas could be reduced fromten to nine by the combination of 
Baikunthpur and Bisrampur. This does not mean, of course, that all the 
A.G.Ms. have to be of the same status... But they should have similar adminis- 
trative, financial and disciplinary powers. 


3. The main function of the A.G.M. is to co-ordinate the activities of all 
the productive units in the area. He has to be in constant and close touch 
with the officers directly in charge of these units. It is his responsibility and 
the responsibility of his staff officers to provide guidance and support to the 
officers in-charge of these productive units by frequent inspections and frequent 
exchange of views. The A.G.M. has been given certain financial and adminis- 
trative powers in order to facilitate speedy decision in respect of the productive 
units of his area. While the annual production plan for the Corporation will 
be drawn up at the headquarters, for each of the units in the area, the Area 
General Manager who should help in its preparation, should consider what 
support is needed for implementing the plans, review the progress of production 
from month to month and bring about conditions as would ensure the adherence 
to the production plans. 


4, In undertaking these responsibilities and functions, the A.G.M. acts 
on behalf of the headquarters and the Board of Directors. It is his duty to 
see that the policy decisions as communicated to him by the headquarters are 
duly implemented, and that the procedures as prescribed by them are adhered 
to. The Managing Director and the Board of Directors would look to him 
to ensure that maximum economies are introduced and adequate precautions 
axe taken against malpractices, such as false and fictitious muster-rolls, expen- 
sive local purchases or contracts etc. It is also his duty to bring to the notice 
of the headquarters and for the information of the Board all the requisite 
data, progress reports and information on important matters relating to produc- 
tion and development in his area and to seek their decisions on matters which 
are not within his competence, Although the A.G.M. has been given financial, 
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administrative and disciplinary powers, he is expected to exercise them in 
furtherance of the policies and in accordance with the procedures laid down 
by the headquarters and the Board of Directors. Cases have come to notice 
where the decisions of the Board of Directors have not been made effective 
as promptly as required. It is possible that the A.G.M. may hold different 
views on inatters decided at the headquarters; what is necessary in such cases 
is that he should bring those views to the notice of the headquarters, but any 
decisions made by the headquarters after taking those views into account, 
have to be faithfully implemented by the area officers. We have already 
suggested in our First Repcrt that the A.G.M. should be responsible direct to 
the Managing Director and the headquarters management team. 


5. The A.G.M. has a complement of staff officers to help him to discharge 
his duties. The number of persons working as his staff officers in different 
technical administrative and accounts fields should deperd on the quantum 
of work. Where the quantum of work is small, it may not be necessary to 
have large numbers on the staff. The number of officers in certain areas 
appears to be excessive. A review should, therefore, be made taking into 
account the quartum of work involved. Sometimes the work can be managed 
by officers holding relatively junior statis; in some cases it may possible to 
combine the charges. Staff officers. are advisers of the A.G.M. in their respective 
field. It is the duty of the A.G.M. to make full use of the technical knowledge 
of his staff officers in the respective fields. In one or two places, we received 
complaints that some of the staff officers did not have a fullday’s work. Such 
a situation should not arise. A good A.G.M. will ensure that maximum assis- 
tance is obtained by making full use of their respective technical knowledge 
and competence and make them fecl that they are also participants in the 
common. effort. They should be encouraged to visit the field units to consider such 
problems of the field units which have relevance in their respective fields of 
knowledge and help the A.G.M. in improvements as required. It is to be 
remembered that the staff officers have no independent functions. They act 
only on behalf of the A.G.M. 


6. We have referred in our First Report to the fact that for some years 
now, the A.G.M. can exercise his financial powers only in consultation with the 
D.F.A. He has no powers to over-rule his Fiance Officer. We have recom- 
mended that the earlier position by which the Area General Manager can over- 
tule his Finance Officer in cases where he thinks it is necessary to do so, should 
be restored. It is not that such occasions would occur every now and then, 
Frequently, the Area General Mavager would find it convenient to be guided 
by the views of his Finance Officer. In case of difference of views, all that 
he needs to do is to record the difference and communicate it to the headquarters 
but after the necessary decision is taken. 


7, Another important recommendation that we have made in our First 
Report is that the accounts work should be fully decentralised. The Area 
Accounts Officer should be made fully responsible for compilation of accounts 
for the area. The existing system whereby a great deal of expenditure is 
jnewred through an imprest account is not satisfactory, 
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. 8. Generally speaking, all the officers posted in the area should be under 
the administrative control of the A.G.M. We have, however, made three 
exceptions for convenience of work and also with a view to avoid placing 
additional administrative burdens on the A.G.M. The Workshop Superinten- 
dents in-charge of the two Central Workshops should be directly resporsible 
to the Chief Engineer (Elec. & Mech.) at the headquarters. It would be the 
responsibility of this Chief Engineer to ensure that these workshops are properly 
organised and that they carry out their work efficiently. Similarly, where 
regional stores are established, officers in charge of these regional stores should 
be administratively under the control of the Controller of Stores and Purchase 
in Ranchi. Thirdly, in some areas it may be necessary to appoint special 
officers of the Sales Department for contacts with local customers like power 
houses, settlement of disputes, finding local markets etc. These officers should 
be under the administrative control of the Sales Office at Calcutta and not 
under the control of the Area General Managers. 


9. However, even in these three types of cases, there has to be a close 
liaison between the A.G.M. and the officers concerned. This should be brought 
about by frequent consultations. In so far as the work of these three types of 
functionaries is important to the functioning of the productive units in the areas, 
and to the N.C.D.C. as a whole, it.should be the function of the Area General 
Manager to provide them with such local facilities as may be needed for the 
proper execution of their duties, 


10. In certain areas, washeries have been established. We have recommend- 
ed elsewhere that the washerics should be under the administrative control of 
the A.G.M. 


11. In addition to the various technical staff to be placed at the disposal 
of the Area General Manager to assist him in his duties, there should be a 
special section of industrial engineering department manned with engineer 
having had special training in industrial engineering. Technical inspection 
guidance and supervision of work in’the field units is the normal function of 
other technical staff officers. The services of the Industrial Engineers on the 
staff of the Area General Manager should be availed of only for specific problems. 
These should be freely available to and should be freely drawn upon by the 
D.8.0.Cs./Project Officers in the field. 


12. While the various staff officers of the Area General Manager remain 
under the administrative control of the Area General Manager, in technical 
matters they should be free to correspond with the corresponding technical 
officers of the headquarters on the one hand and of the project or collieries on 
the other. A good A.G.M. would encourage this cross communication provided 
that in all important matters, he is Kept fully informed and is consulted. Similar 
would be the position in respect of Accounts Officers in charge of financial and 
cost accounts. Iu technical matters relating to accounts they should be free to 
correspond with the corresponding officers of the headquarters and the areas 
keeping the A.G.M. informed of this correspondence. The work of the Area 
Accounts Officer should also be inspected from time to time by the Chief Ac- 
counts Officer in Ranchi to watch that correct procedures are followed, essential 
checks exercised, the accounts are properly maintained and also to ensure 
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that funds are properly used and the accounts as compiled in the area present 
a correct picture of the area transactions. 


13. We have been informed that sometimes decisions are taken at the head- 
quarters without consultation with the A.G.M. There have been cases of the 
A.G.M.’s views having been over-ruled, specially in matters relating to labour 
relations. We consider that it would be advisable that in all such cases, the 
final decisions should be communicated to the parties concerned by and through 
the A.G.M. 


CHAPTER XVII 
HEADQUARTERS ORGANISATION 


j. In regard to the organisational work at headquarters we have made 
several recommendations in our First Report. For convenience of reference 
these are reproduced below: 


() The Committee fully endorses the extent of delegation of powers 
at present made to the Managing Director. In the exercise of these 
powers he would have full authority to over-rule the other functional 
directors. 

(it) To enable the Board of Directors to function properly, they should 
prescribe a number of returns and reports which should be brought 
to the meetings periodically. 

(wit) The Committee suggests that sufficient powers be redelegated to 
the heads and officials of various departments at headquarters so 
as to relieve the Managing Director of routine and unimportant 
work. 

(w) Ordinarily the Managing Director should not be in charge of any 
specific department. However, for some time to come, sales and 
sal1s promotion will have to be specifically looked after by him. 
The Sales Manager will work directly under him. 


(v) The Technical Director should be in charge of all technical de- 
partments and have under him a Chief Engineer (Production) 
responsible for the planning of production and operation of revenue 
collieries, a Chief Engineer (Planning) responsible for all matters 
connected with development projects, Chief Engineer (Electrical 
& Mechanical), Geologist and Civil Engineers. 


(vi) The Finance Director should be in charge of Internal Audit, Accounts 
and Financial Advice. The Internal Audit should be strengthened 
early and asked to undertake studies of comparative unit costs etc, 
The Chief Cost Accounts Officer should co-ordinate the cost data, 
provide technical guidance and bring to the notice of the manage- 
ment, matters arising out of the cost data that require their atten- 
tion. 

(vii) The Area General Managers should be entpowered to over-rule 
their Financial Advisors where they consider it necessary to do so 
in the interest of production and progress of development projects, 
They should, however, be required to record their reasons and to 

_ report the matter to the Headquarters immediately thereafter. - 


(vist) The Director in-charge of Administration should have under him a 
Chief of Administration and a Chief Personnel Officer. He should also 
be incharge of Stores and Purchase and miscellaneous departments 
like Security, Medical, Legal and Public Relations. Vigilance should 

remain with the Managing Director. 
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(iz) The whole-time Directors should he carefully selected and if ne- 
cessary higher salaries mav he given for attracting suitable per- 
sons. 


(xz) In the present organisational chart, the Area General Managers 
are shown as subordinate to and under the control of the Director of 
Production. It would be more appropriate to show them as under 
the control of the Managing Director and the Head-quarters manage- 
ment group. 


(ci) Greater attention should be paid to cnsure that all the top posts 
are properly staffed and not left vacant. 


(ait) The procedure for sanctioning the top posts and filling them up 
has to be speeded up and if necessary, the Department of Mines and 
Metals could seek delegation of necessary powers for the pur- 
pose. 


(avit) Duties and responsibilities of each official in the Headquarters 
office should be properly «lefined and well understood by each person 
working in it. 


We have only a few points to add-here by way.of supplementary recommenda- 
tions. 


2, We consider that the niain function of the headquarters is that of direc- 
tion, supervision, providing necessary organisation for the activities of the cor- 
poration and formulation of policies and procedures. General financial matters 
as well as matters relating to production and sales should also receive attention 
at Headquarters. The functional Directors.at the headquarters along with their 
respective complement of the heads of departments and other officers should 
be incharge of all this work. The nuraber of officers and staff required for the 
execution of these duties, should he determined on the basis of the quantum of 
work. The number should be reviewed and modified as required. There is sc>pe 
for reduction in departinents like the civil engineering department, There should 
be an Organisation and Methods Division in the administrative division of the 
headquarters which should ensure that the office staff at headquarters, areas 
and field units is sufficient but not excessive for the quantum of work in hand. 
In matters relating to technical and accounts departments, the Functional 
Director in charge of the administration would, of course, consult his respective 
colleagues in this matter. 


3. In our First Report we have suggested that the Technical Wing of the 
headquarters should comprise of a Planning Department and Production 
Department each in the charge of a Chief Engineer of requisite status. Th: 
following additional recommendations are made in respect of the work of these 
two departments. 


1. The Chief Engincer (Production) would be responsible for carrying 
out and fermulating the overall annual production plan and the review of the 
plan. Also, as stated in our First Report, he and his officers should undertake 
frequent tours in order to guide and supervise the work of field officers in matters 
relating to production in revenue collieries. The Chief Engineer (Production) 
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should also require the senior officers on his staff to undertake inspections 
in some detail with a view to locating problems which need to be handled for 
raising production or for economising costs. By his own inspection as well as 
by the inspection of his senior officers he would come to know of any specific 
matters requiring detailed investigation. We have already stated in the relevant 
Chapter that the inspection notes of these officers should also be made available 
to the Vigilance Office for its study. Chief Engineer (Production) should also 
be in charge of Industrial Engineering activities. 


5. The Planning Department of the Headquarters needs to be strengthened. 
It has to have competent staff with considerable technical knowledge in matters 
relating to development of mining. We have recommended elsewhere that the 
department should be incharge of all development projects in the field from the 
inception of the proposal to set up a unit to the time that it is brought on revenue 
account. It should receive progress reports in respect of each development 
project. Its Planning Officers should be encouraged to go into the field to visually 
inspect the progress. We have separately recommended that in respect of all 
projects, the earlier project estimates now require a review and that special 
teams should be constituted to carry out these reviews and to revise them where 
necessary. This work should be in the charge of the Chief Engineer in the Plann- 
ing Department. These Planning teams as wellias the Planning Department 
should be staffed not only with Mining Engineers but also with persons who 
have knowledge of markets for coal, of plant and equipment and of transport 
facilities, etc. The Research and Developnient Wing should also be in the charge 
of the Chief Engineer of the Planning Department. 


6. The Sales Office needs to be strengthened with a section for undertaking 
‘market surveys and for collecting market trends, As stated elsewhere, the 
Sales Department may have its representatives in some areas, where necessary, 
for closer liaison with production units, for contacts with nearly customers, 
for promoting local sales and for speedy examination of any complaints and 
disputes with customers. 


7. We have separately asked that an officer should be appointed to look 
into the past complaints as to sales and to settle all the outstanding cases 
within a specified period. This officer has necessarily to work in close touch 
with the Sales Office as well as Chief Engineer (Production Department). It 
should be his responsibility to get the Sales, the Production Department and 
Finance to discuss all the cases in detail and reach definite conclusions. 


8. There are many other recommendations made elsewhere which would 
affect the organisation at the headquarters. The main recommendations are 
briefly mentioned below; 

(i) Strengthening of the Internal Audit and making fuller use of that 
organisation, 
(it) Appointment of the Chief Vigilance Officer directly responsible to the 
Managing Director. 
1 /P(D)248MofSM&M—15 
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(itt) A Public Relations Office to be in the charge of the M. D. We have 
suggested in our First Report that the Chairman of the Board of 
Directors should interest himself more particularly in public relation 
activities. This is an important activity for which there should be 
adequately competent staff to help him. 


(iv) A washery Section; this may be constituted as an independent 
section in the charge of the Functional Director (Technical). 


(v) Research and Development Wing—-We have recommanded above 
that this wing should be attached to the Planning Department. 


CHAPTER XVII 
FINANCIAL RESULTS 


Our terms of reference refer at the outset to the fact that “for sometime past 
production of the N.C.D.C. has not been commensurate with the investments 
made and there is no adequate return on capital invested’’. In other Chapters, 
we have referred to the short-falls in the targeted production of the N.C.D.C. 
and the reasons therefor. We have also suggested in these other chapters, the 
measures that should be taken to improve sales, transport arrangements and 
maintenance of plant and equipment so as to raise production without sig- 
nificantly adding to the capital invested. In this chapter, we propose to deal 
with the question of financial return on capital. 


2. One important way of judging the efficiency of an enterprise whether 
public or private is to ascertain the profits or losses made by it and the return 
on investment. In the case of public sector enterprises, financial profits may be 
affected by certain measures which these. enterprises take in the public interest. 
Never the less, even in their cases, the return on investment is rightly looked upon 
as a measure of their efficiency. 


3. The following figures of profits and losses of the N.C.D.C. are compiled 
from their published balance-sheet: 











Yeara Excess of Adjusted Development Taxation Net 
income over _ profit/loss Rebate reserve Reserve/ profit/loss 
expenditure Contingent 
during the liability 

year reserve/ 
addl. dep- 
reciation 
reserve 
(1) (2) (3) (4) (5) (8) 
a aa a en a cE Po RR 
(In lakhs of Rupees) 
1956-57 ea 25-92 25-92 . 25-92 
1957-58 ar 11-73 11+28 10-00 1-28 oe 
1958-59 a 20-04 13-54 20-04 a's (—)6-50 
1959-60 oe 20-98 35-17 28-67 és 6-50 
1960-61 ate 103-66 89-38 120-94 ae (—)31-56 
1961-62 oo 11-89 (—)40-93 3-68 oe (—)44-61 
1962-63 re 125-56 97-78 21:61 % 76-17 
1963-64 bis 19-54 16-35 16-35 es oe 
1964-65  .. (—)171-37 (208-14 rf se (—)208-14 
1965-66 ays 61-76 31-80 ee ws 31-80 
1966-67  .. (—)158-46  (—)309-77 1° ee (9809-77 
Total .. 71-25 (—)237-62 221-29 27-20 (—)486-11 
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4. Tt will be noticed that except for the years 1964-65 and 1966-67 when the 
working results showed an excess of expenditure over income of Rs. 171-37 
lakhs and Rs. 158-46 lakhs respectively, in all other years Corporation made 
some profits. In some years profits were small. In the aggregate during these 
11 years, there was an excess of Rs. 71-25 lakhs of the income over the current 
expenditure. These results are arrived at after making full provision for depre- 
ciation of plant and machinery and after payment of interest to the Govern- 
ment on that part of the Government investment which was covered by loan 
capital, 


5. Following the usual practice in respect of public sector enterprises 
half the Government investment is in terms of equity and the other half as 
loans carrying interest of 44 to 7 per cent per annum. We gather that in all 
these years ending 1966-67, the N.C.D.C. has paid as much as Rs. 16-25 crores 
by way of interest charges to the Gove.nment on the loan capital. In addition, 
since 1964-65 the N.C.D.C. has been paying interest at the commercial rate 
of 74 to 8} per cent per annum, on its working capital borrowed from the State 
Bank of India against the hypothecation of stocks, raw materials etc. The 
amount of interest paid to the State Bank of India in 1966-67 was Rs. 61,41,251. 


6. The Corporation has also made adéquate provision in its balance sheets 
fer the depreciation on plant and equipment including amortisation of deve- 
lopment expenditure, at the rates allowed in the income-tax laws. For some 
fixed assets, the depreciation provision at income-tax rates was considered to 
be inadequate and the rate has been stepped up since 1966-67. Part of the 
funds accruing from this depreciation provisicn has formed the internal re- 
sources of the Corporation and these have been utilised for fresh investment. It 
is gathered that the total amount of fresh investment undertaken from the 
internal surpluses—mainly depreciation provision of the Corporation is Rs. 
27-46 crores to the end of 1966-67. 


7. The above table shows the final profits and loss of the Corporation in 
each of these eleven years, after making allowance for the special provision made 
in the accounts for bad debts, write off of capital expenditure on mines on 
which further work has been suspended, write off of part of the unabsorbed 
deferred revenue expenditure incurred and other adjustments. The final 
financial picture for each of the years is shown by the figures in columns (3) 
and (6) of the Table. 


8. To illustrate the nature of these readjustments, reference may be made 
to the published balance-sheet for the year ended Maich, 1967. For that year 
there was an excess of Rs. 158 lakhs of expenditure over the income during the 
year. After adjustment this loss was increased to Rs. 310 lakhs. The details of 
adjustments are given in the appropriation accounts for the year. An amount of 
Rs. 41-69 lakhs representing developmental expenditure on closed mines was 
written back from capital tc revenue. An amount of Rs. 63-56 lakhs represent- 
ing unabsorbed deferred revenue expenditure relating to removal of overburden 
was also written off. The depreciation rate was increased for buildings at those 
collieries where the coal deposits were likely to be exhausted within a limited 
number of years so that no large residual values remained after the closure of 
the collieries. These and other adjustments account for major part of the 
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difference of Rs. 152 lakhs between the current loss and the adjusted loss for 
the year 1966-67. At first sight, these adjustments would seem to be an undue 
burden on the finances of the Corporation, Nevertheless, these writes off are 
in accordance with the best commercial practice and are calculated to improve 
the future financial strength of the Corporation. 


9. In the aggregate the total loss of the Corporation for the 11 years after 
making all these adjustments is Rs. 486-11 lakhs. Deducting from this amount, 
the provision made for development rebate reserve and the taxation reserve, 
the net loss for the 11 years ending 1966-67 is Rs. 237-62 lakhs. 


10. Part of this loss is also due to the fact that under a Government direc- 
tive the Corporation was required to continue operations at the Giridih group 
of collieries. This is an old group of collieries where coal has been extracted 
for nearly 100 years. The best category of coal available in these mines is almost 
exhausted. Heavy pumping of water is needed to get at whatever coal remains 
to be taken out. There are difficulties in the sale of low grade coal. The Corpo- 
ration, therefore, decided in 1959 to close these collieries. The Central Govern- 
ment intervened. These collieries produced some of the best coking coal in the 
country. There was also the problem of throwing out of employment some 7000 
workers at these collieries. In the interest of conservation of this high grade coal 
as well as for avoiding sudden unemployraent amongst the workers of these 
collieries, the Government issued a directive asking the N.C.D.C. to continue 
the operation of these mines. 


11. The total loss incurred by the N.C.D.C. on the Giridih Group of collie- 
ries since the year 1960, when the Government directive compelled the Cor- 
poration to cortinue operations at these collieries is reported to be Rs, 4-27 
crores, In our First Report, we have recon.mended that the financial impact on 
the N.C.D.C. arising from any Government directives should be borne by the 
Government, If this recommendation is accepted and given retrospective 
effect. the financial results of the 11 years working of the N.C.D.C, would show 
a small surplus of about Rs. 2 crores. 


12. This financial picture of the N.C.D.C. for the net result over eleven 
years of its existence, is undoubtedly better than that of several other public 
sector projects, inasmuch as it has all along made full provision for depreciation 
and interest and has been able to make some provision for certain contingent 
losses, 


13, The table in paragraph 3 shows that the position has changed however 
since 1964-65. For the first time that year N.C.D.C. showed a loss of Rs. 171 
lakhs, In the following year, with ccal despatches rising by 1-34 million tons, 
there was a profit of Rs. 61 lakhs. In 1966-67 coal despatches fell marginally 
from 9-47 million tons to 9-4 million tons and the burden of depreciation and 
interest meantime went up by Rs. 120 lakhs. For these reasons and because of 
certain adjustments and provisions made in the accounts of that year there 
was again a loss of Rs. 158 lakhs. Substantial loss was incurred on the new 
revenue collieries working well below their capacity. Over these three years 
the position has thus been disturbing. 
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14, The financial results for 1967-68 are not yet available. A rough estimate 
given to us by the N.C.D.C. shows that the working of the collierieson revenue 
account would show an excess of expenditure over income of about Rs. 44 lakhs. 
After making provision for mainvenance expenditure on suspended mines, 
10 per cent of the capital expenditure on immovable assets of suspended mines, 
additional depreciation on first class buildings, and other adjustments, it is 
likely that the Corporation may show a loss of about Rs. 115 lakhs. Coal des- 
patches of the N.C.D.C. during 1967-68 were about a million tonnes more than 
those in 1966-67. The improvement in profit and loss account that is likey to 
be shown iv the year 1967-68 accounts, is of the order of Rs. 43 lakhs. Assuming 
therefore, as a very rough yardstick, that an additional production and des- 
patches of a million tonnes of coal improves the annual financial results by an 
amount of about Rs. 40 to Rs. 50 lakhs, it may be legitimate to estimate that 
if the production and sales increase by another 2 to 3 m.tonnes, the N.C.D.C. will 
have not only come out of the position of losses on current account, but would 
have strengthened itself sufficiently to meet part of the unabsorbed losses of the 
previous years and provide for any other contingencies. The capacity production 
and sales of some 15 million tonnes, from the colleries, now on revenue account 
should result in the Corporation having definitely turned the corner. 


15. To verify the above estimate, we asked for the views of the N.C.D.C, 
We have been informed that the break-even point for revenue collieries of the 
N.C.D.C. is 11-25 million tons (as against the sale cf 10-4 million tons in 1967-68), 
that the built in capacity of revenue collieries being nearly 15 million tc ns, if 
production reaches this capacity the profit may go up to Rs. 4-5 crores {i.e. 
equivalent to about 6 per cent on subseribed share capital). On the basis of 
these figures every additional million tons of production and sale should improve 
the profits of the N.C.D.C. by Rs: 1-50 crores. Against this expectation some 
increase in depreciation and interest charged to revenue accuunt must be 
expected, when the mines under development come to revenue account. 


16. While the current picture of the N.C.D.C. in regard to the financial 
results is not satisfactory, there isthus a promise that it can come out of this 
present position if the production and sales are increased. Indeed, the 
principal reason why the N.C.D.C. has not been giving adequate return on the 
capital investment is the large gap that exists between its production target, 
production potential current in-built capacity and the actual production. Where 
as the investment expenditure was determined by the high targets of 
production that the N.C.D.C. undertook to achieve, primarily by opening out 
new and mechanised mines, its production potential is short of these targets 
and the actual production even short of its current production potential.. We 
have elsewhere stated that provided arrangements are made for replacement of 
wornout machinery, supply of spare parts and adequate maintenance of plant 
and equipment now in use, it should be possible for the N.C.D.C. to raise its 
production to about 15 million tonnes from the revenue collieries without any 
additional capital investment. To achieve this level of production;, itis im- 
portant that requisite sales arrangements are made both for steam and slack 
coal from collieries which are capable of achieving this production and that 
necessary transport arrangements are made for the despatch of Coal to consu- 
mers. The N.C.D.C. should aim at raising its production from what are now 
revenue collieries to this level in the next two years. 
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17. We have not attempted to compare the financial results of the 
N.C.D.C. with any of the private sector collieries. Any comparison of this type, 
however, has to make allowances for several factors, some of them in favour 
of the N.C.D.C. and some against it. 


18. We have not studied the balance sheets of the private collieries. Such 
information as we have seen in respect of the private collieries is somewhat 
out-of-date. The spokesmen of the coal industry have been consistently plead- 
ing in recent months for a significant rise in the purchase price of coal by Go- 
vernment Departments on the ground that it does not pay now to produce 
coal and that production at current price is not profitable. A number of 
collieries has not yet given effect to the higher wages awarded by the Wage 
Board as they claim that financially they are not in a position to meet this extra 
burden. The coal demand itself has beer, stagnant over the last two/three years 
and there is no sign as yet of any significant rise in demand. The picture that 
the spokesmen, of the coal industry have been presenting is one of a depressed 
industry requiring assistance. N.C.D.C. as an important unit of the industry 
is also naturally affected by this stagnation of demand. In its case, the posi- 
tion is worse as it set out to reach very high targets of production and its in- 
vestments were determined by those targets of production. Its actual production 
is nearly 1/3rd of the target that the N.C.D.C.-had at one time aimed at and less 
than 1/2 of the revised Third Plan target of production. 


19. One reason why a comparison between the private coal industry and 
the N.C.D.C. may not be appropriate is that the private industry in large part 
is engaged in extracting coal from mines which have been in existence for 
several years. The new investment required in their case for expanding produc- 
tion from existing or contiguous units is relatively small. On the other hand, 
the N.C.D.C. tried to raise its production from new mines, some of which are 
set up in new and hitherto unexploited areas. The problems of organising pro- 
duction and sales are, therefore, in some sense, more difficult in the case of 
N.C.D.C. and the investment requirements are larger than those of the large 
majority of the mines in the private sector. it has moreover been stated that 
the Railway rationalisation scheme helped the private sector collieries of Rani- 
ganj/Jharia coalfields more than the collieries in other coalfields. The N.C.D.C. 
has, as yet no revenue earning colliery in Jharia/Raniganj area. Its production 
at present is in the outlying regions of Karanpura, Orissa, Korea, Bisrampur, 
Korba and Maharashtra. 


20. A further factor which distinguishes the N.C.D.C. production from the _ 
production of the private collieries is the factor of mechanisation, In this 
respect too, the N.C.D.C. set out to do pioneering work specially in open cast 
mines. Capital cost of a mechanised mine are greater than that of a manualy 
worked mine. It is necessary, therefore, for a mechanised mine to secure 
a larger margin between its sales proceeds and the working costs in order to 
absorb the larger amounts of depreciation and interest on investment. 
Effective mechanisation of production, moreover requires that there is a 
regular offtake of substantial quantities of steam and slack produced with 
mechanical means. The introduction of mechanisation if properly organised 
and. worked, should assist the N.C.D.C. to make its working more profitabl e 
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The output per manshift is considerably greater on mechanised working as 
compared to mariual extraction of coal, whether from underground mines or 
from opencast quarries. It is an essential requisite of mechanisation, however, 
that the machinery is deployed in the best possible manner and that adequate 
arrangements are made for maintenance (including preventive maintenance) 
and service of equipment so that it is uSed to the fullest possible extent. The 
N.C.D.C.’s arrangements in this respect need a great deal of improvement. 
As a result of mechanisation, the overall OMS of N.C.D.C. mines is now 0-75 
tonnes. The OMS for the coal industry as a whole is of the order of 9-55 tonnes. 
But there is scope for N.C.D.C. to increase the productivity still further by 
better deployment of manpower and maintenance of its plant and equip- 
ment. A further increase in productivity which N.C.D.C. is in a position to 
achieve, should enable the N.C.D.C. to show a much better financial _perfor- 


mance. 
21. A few other factors which affect the financial picture of the N.C.D.C, 
may now be stated. 


22. The N.C.D.C. has been operating all old State collieries many of which 
continue to be worked manually. Some mechanisaticn has been introduced 
in Kurasia and Bokaro, These two mines were showing profits before they were 
taken over and they continue to do so. Many others, however, continue to work 
at a loss year after year. The case of Giridih mines has been mentioned earlier. 
Apart from these, the mines at Argada, Talcher, Deulbera have also been show- 
ing losses year after year. Some of the new quarries opened have also come ~ 
near exhaustion and show large losses. Amongst them may be mentioned 
Saunda in Karanpura area and the Korba mines in Madhya Pradesh. The 
N.C.D.C. needs to examine carefully the future of these collieries in order to 
see how they can be made financially viable. If there is no possibility of making 
them viable, they may even hayve.to be closed. Closure of these mines will 
involve the N.C.D.C. in significant expenditure in compensation to retrenched 
labour, unless the labour can be redeployed elsewhere. 


23. We have stated in our First Report that where the N.C.D.C. conti- 
nues to operate unprofitable units at the directive of the Government, the.acc- 
ruing losses should be borne by the Central Government. Apart from the case 
of Giridih mines which have already been referred to, one other such unit is 
the Gidi Washery which is now urder construction. The case of Gidi Washery 
has been mentioned in detail in another chapter and it has been pointed out 
that this Washery project would not have been taken up by the N.C.D.C. 
and it was clearly at the insistence of the Government of India that this un- 
profitable project was undertaken by the N.C.D.C. The N.C.D.C. repeatedly 
pointed out that Gidi Washery was not a viable unit. Nevertheless. the Govern- 
ment approved of the project and required the N.C.D.C. to undertake it. 
Although there is no specific directive iv this case, we consider that, in fairness, 
this is also a case where the losses that are likely to accrue from the operation 
of the Gidi Washery be debitable to the Central Government. 


24, A third type of case which is likely to involve heavy financial burden 
on the N.C.D.C. are the deep mines of the Central Jharia and the two mines at 
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Banki* and Surakachar* inthe Korba region of Madhya Pradesh. In all these 
cases, the capital cost of the projects are likely to be substantial. Problems of 
working of these collieries when they are completed are also likely to be 
complex and the gestation and teething periods are likely to be long. 


25. The mines at Banki and Surakachar were undertaken in the belief 
that the coal from these mines may have blendable properties and that it could 
be utilised at the Bhilai steel plant barely 100 miles away. However, on 
further testing, the coal is not found to have blendable qualities. Steam coal 
from these mines has a ready sale to the Railways; there is difficulty in the 
offtake of slack. The only nearby consumer, the Korba Th«rmal Power Station 
is drawing its supplies from the nearby Korba collieries and the Manikpur 
quarry of the N.C.D.C. There are proposals for setting up additional indus- 
tries in Korba region. A coal based fertiliser plant if set up in this region would 
provide a regular outlet for the production of these mins. The N.C.D.C. and 
the Deptt. of Mines and Metals should therefore explore fully with the Ministry 
of Petroleum and Chemicals the possibility of the establishment of such fertiliser 
factory in the public sector. The establishment of such a unit will simplify 
the problem of making these two capital intensive raines financially viable. 


26. The problems at the two deep mines of Central Jharia, namely 
Sudamdih and Monidih are somewhat different, These two mines were under- 
taken with a view to providing cokmg coal for a large programme of steel 
expansion. The steel expansion programme itself has recently slowed down. 
The future of these mines is linked up with the revival and future progress, 
of the steel programme. As these are vey deep mines and as a new system of 
mining is undertaken, their capital costs are high and the cost of production 
is likely to be high. Private collieries producing coking coal have leases and 
licences for areas where coking coal deposits are much nearer the surface and 
hence capable of being extracted more easily and at lower costs. They would, 
therefore, be in a position to supply the coking coal demands at much lower 
prices. Thus these two deep mines may not find it possible to compete with 
supplies of coking coal from private mines. The reason why these two deep 
mines were undertaken was that looking ahead, India would need to exploit 
all its coking coal deposits to support a large steel programme. The need for 
these mines now appears to be of a more long term character than what was once 
thought. It is possible, therefore, that for years to come, there may be diffi- 
culties in securing adequate prices for the production of these two mincs. The 
coal industry in India has no experience yet of working of horizon mines, as 
proposed at these two places. Working of these mines is, therefore, likely to 
present several problems needing very careful attention. We have referred to 
them in another chapter. Here it may be sufficient to say that these mines are 
likely to have very long teething periods and in the meantime, they may show 
financial losses which would affect the overall financial results of the N.C.D.C. 
As production of coal from deep mines is a proper function of the N.C.D.C., 
we do not think that the case of these two mines should be regarded on the same 
basis as that of Gidi Washery. The losses that may arise in these two mines 
specially during the teething pcriod should legitimately become part of the 








*Certain expenditure is being incurred at these mines for a sand-gathering plant. In view of 
he change in the method of working at Banki, part of this expenditure may become infructuous, 
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financial results of the N.C.D.C. But the fact that their operation will affect 
the overall profits of the N.C.D.C. has to berecognised. There is, at present a 
subsidy given to mining of coal from deep mines. The working of these two 
mines would doubtless qualify for this subsidy. If the rates of subsidy are made 
adequate and a slab system devised giving higher rates of subsidy for greater 
depths, these may help these mines to compete on equal terms with the nearby 
private collieries for supplies to steel plants. 


27. We have referred in other places to the housing, townships and other 
amnities and facilities provided by the N.C.D.C. As a public sector enterprise, 
the N.C.D.C. has been maintaining a high standard in this respect. These facilities, 
however, cost money both in capital expenditure as well as recurring amounts 
and these are charged to the N.C.D.C. working results. It may be argued that 
it may not be proper to isolate these charges as these high standars of labour 
amenities doubtless ensure that the labour is relatively more contented and 
more cooperative in maintaining continued production. The fact remains 
that the N.C.D.C. has been providing in this way certain municipal services and 
getting no direct financial return for them. 


28. Besides, we have separately referred to the expenditure incurred by 
the N.C.D.C. on geological prospecting of projects which are not needed for 
some years to come. Here is anether field in which the N.C.D.C. as a public 
sector undertaking attempted to assist in the national interest, in the realisation 
of what was at one time considered to be the coal demand of the country. 


29. We have referred to these special burdens which N.C.D.C. as a public 
sector unit has to carry. In any comparison of financial returns between the 
public sector and private sector units, these factors need to be taken into account. 
By referring to these factors, we do not wish to imply that the public sector 
units should not attempt to get the maximumpossible return on inv: sted capital 
and pl ad public interest as a cause for inadequate return. It is equally the 
obligation of the public sector enterprise to obtain financial surpluses for certain 
investments and expansion, as well as finding resources for the public exchequer. 
It is now recognised that return on public sector investment is an essential . 
part of the resources needed by the Government for its development purposese 
and it is, therefore, the duty of every public sector enterprise to make its best 
effort to increase these surpluses. For this purpose they should organise them- 
selves to ensure cost-consciousness, increase efficiency and effect all such econot 
mies as are possible. 


30. In the case of the N.C.D.C., there is scope for such an increase in pro- 
fits. If it takes measures to improve its performance and to provide for larger 
sales especially from those collieries where the difference between the sale price 
obtainable and the cost of production is large and for the more intensive use 
of the plant and equipment available to it, these would add to the profits of the 
Corporation. Similarly, many economies are possible even within the present 
structure. We have made a number of suggestions for effecting economies in 
several othcr chapters. We have referred, for instance, to the need to review 
the deployment of plant and machinery in each colliery. We have suggested 
that every Project Officer should be constantly on the look-out for effecting such 
economies as he could in achieving the desired level of production. The N.C. 
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D.C. may even have to make certain structural changes in some of its old 
collieries with a view to making economies in production and thereby increase 
its profits. In some cases, the existence of surplus labour may prove a handicap 
in these efforts, and the restructuring of these collieries may have to be carried 
out over a period. There could then be a phased plan for retrenchment or 
redeployment of labour which is found surplus after effecting the structural 
changes. 


31. To «nsure that all these economies in production are carried out, itis 
also necessary to improve the financial administration. Currently, financial 
powers are delegated to various authoritis within certain limits. We have 
noticed, however, that there is not adequate budgetary control on the expendi- 
ture incurred at various units and in various offices, Employment of additional 
staff and workers, upto certain levels of pay is decentralised to Area authorities. 
Without adequate budgetary control, the exercise of these powers may very 
easily lead to extravagance. 


32. A system of budgetary control as applicable to a production unit is 
somewhat complex. Nevertheless, such a system can be drawn up and worked 
We have already suggest d that before the beginning of each year there should be 
production plan drawn for everycollitry taking into account the sales possi- 
bilities, the transport situation and the state of plant and machinery atthe colliery, 
Corresponding to this production plan there should be the annual expenditure 
plan with the budgetary provisions made for various items of expenditure which 
are required for the projected levelof production. These expenditure estimates 
could then form the basis for a budgetary control. It may not be feasible for the 
budgetary control and appropriation audit to be made as restrictive and as rigid 
as that in the Government departments. It would be understandable if 
when. there is variation in production, there is equally a variation in some of the 
elements of expenditure which directly contribute to the cost of production. 
It should be possible to provide within the system of budgetary control some 
latitude to the officers having financial powers to vary the requirements to 
correspond with the needs of production. Subject to this flexibility, there 
should be quarterly returns and reviews of the financial expenditure incurred 
in each colliery and it should be compared with the estimates as provided at the 
beginning of the year. This periodical review would then indicate the direction 
in which economies, if any, are possible. It would also point out any measures 
of extravagance undertaken thet could then be controlled in time. It is in 
this way that a system of budgetary control could be introduced on expenditure 
incurred on production. We have here laid down only’a broad outline in 
which the control over expenditure could be introduced. The system should 
be further refined as required before it is adopted. 


33. In addition to this budgetary control over expenditure, the N.C.D.C. 
should work out, in relation to the working conditions at each mine, norms and 
standards as to the complement of manpower and machinery to be employed 
for expected optimum rate of production. Similar norms should be prescribed 
for the quantity of explosives used or stores conusmed. We have reason to 
believe that in the absence of such norms there is the possibility that excessive 
manpower has been employed. It would be useful to examine the position 
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at each colliery, in relation to the level of production, working conditions and 
such other factors. These norms and standards would then be useful points of 
reference for judging performance in terms of the progress in production, as 
well as in cost economies achieved. 


34, N.C.D.C. needs to attend to certain other suggestions we have made 
in other chapters in order to improve its financial position. We have pointed 
out that the inventories are large and the store accounts are grossly in arrears, 
Reference has been made to large outstandings in payments for coal supplied 
to various consumers and middlemen. At some collieries like Kathara, South 
Balanda and in some of the M.P. collieries, there are large stocks of slack. 
Early steps should be taken for their disposal. Requisite action on all these 
matters would reduce the pressure on working capital and thereby save the 
N.C.D.C. in interest charges. 


CHAPTER XIX 
TRAINING AND RESEARCH 


The National Coal Development corporation is a large undertaking with as 
many as 43 production units some of which are situated far away from one 
another. These units consist of mines, opencast as well as underground 
washeries, stores and workshops. The personnel employed are of different 
categories, workmen (semi-skilled and skilled), supervisors and officers of 
different cadres. According to statistics furnished by N.C.D.C. which cover 
32 out of the 43 production units and some of the administrative units, there 
were on 1-3-1968, among the industrial staff, 441 officers, 5,065 monthly rated 
personnel, 22,658 daily rated workers, 18,209 piece rated workers, 637 casual 
labourers and 298 substitute workers making up a total of 47,308 industrial 
workers. In addition there were 5677 office staff in these units. The total 
strength of N.C.D.C. is about 66,000. 


2. Most of the mines, particularly the new ones, were planned to be fully 
mechanised. and a large complement. of plant and machinery was purchased. 
In actual practice, however, complete mechanisation has not been possible, 
Because of several reasons ‘including difficult mining conditions, many 
processes which were to have been undertaken mechanically are actually 
carried out by manual labour. An important difficulty faced in the use of the 
machines is the frequent breakdowns and machines remaining idle for long 
periods due to non-availability of spare parts. 


3. Preventive maintenance is now a well recognised practice and if properly 
adopted, should result in much less breakdowns, Cases have been reported 
where there has not been a single breakdown of some coal-cutting machines 
over long periods, because a major part of oneof the three shifts is reserved 
for maintenance. 


' 4, To achieve good results in respect of safety, production and costs, it is 
imperative that the Corporation has well-planned system of training for 
different categories of personnel and also a reasearch wing looking into various 
technical problems referred to it from the various projects, and finding solu- 
tions for them. 


5. N.C.D.C. started some mining training schools to train some categories 
of its workers. Two of these schools at Barkakana and Kurasia were converted 
into Mine Mechanisation Training Institutes in 1964-65 by the Ministry of 
Labour and Employment; there is one school also at Jarangdih. We feel that 
the corporation should strengthen and reorganise these schools and Mine 
Mechanisation Training Institute to impart intensive training to its skilled 
workers and supervisory staff. 


6. There are two well recognised systems of training— 
() In-service training programmes 7.e. training within industry; 
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(vi) Special training courses. 

We feel that upto the level of Assistant Colliery Manager the first type 
of training may be adequate; but beyond that, 7.e. for Colliery Managers and 
above, the officers particularly those who are promising should be given an 
opportunity of widening their outlook and learning modern systems of manage- 
ment, for which facilities are now available at the Institutes of Management 
at Calcutta and Ahmedabad and for higher level personnel at the adminis- 
trative Staff College at Hyderabad. Here we may mention that the word 
‘Colliery Manager’ is a misnomer, because frequently the post is held by a 
person, who has had no training in management. Colliery Managers are required 
to have First-Class Coal Mine Manager’s Certificate of Competency obtained 
by passing the examination held under the auspices of the Department of Mines 
Safety; but the examination consists of five papers and Management Consti- 
tutes only a small part of one of these papers. Colliery Managers have practi- 
cally no training in finance, accounts, inventory management etc., whereas they 
are called on to undertake the related tasks of management in these spheres, as 
well. Itis very important specially for a public sector undertaking like N.C.D.C. 
that its managers are trained in these important aspects of management. One 
would go further and suggest that some training in these subjects should be 
given in Engineering Colleges, and. Institutes preparing students for the degree 
course itself. 

7. The programme of training may be divided into the following cate- 
gories: 

(7) Vocational training for miners, loaders and similar workmen. 
(it) Machine operators and maintenance crews, 

(iii) Supervisory staff. 

(tv) Officers. 

(<) Vocational Training for wokemen— 

Vocational training rules have now made. it obligatory on the part of the 
employers to give at least 15 days’ vocational training to workmen. We 
endorse this new scheme which in our opinion will make the workmen more 
safety conscious; a worker whe is safety conscious also serves the cause of 
uninterrupted production. This training, in our opinon, will, therefore, serve 
the purpose of both safety and production. 

(11) Machine Operators and Maintenance Crews— 

N.C.D.C. embarked on ambitious production programmes during the 
Second and Third Five Year Plans. Mechanisation was the only way to 
achieve these targets and the new projects were so planned as to reduce 
manual work to the minimum. Unfortunately, within a short pericd of the 
introduction of mechanised loaders, shuttle cars, ete , the same were withdrawn 
from number of nines because of frequent breakdowns and the non-availability 
of spare parts in adequate quantity. We feel that the important reasons of 
the frequent breakdowns are inadequately trained machine operators and 
poor maintenance. 

8, The Corporation now has spare equipment and it should not be difficult, 
therefore, to start training centres for machine operators and maintenanee 
crews. In fact, the Corporation has a training institute already in Barkakang 
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wehere some instruction is imparted. The ideal location seems to be near the 
Central Workshop at Barkakana, because machines from different units are 
brought there for major over-haul and the trainees can thus have an opportunity 
for only in operating a veriety of machines but also in dismantling and reassemb- 
ling them. The importance of preventive maintenance should be emphasized and 
the efficiency of operators and maintenance personnel including officers should 
be judged by the number of hours machines are run without a breakdown. A 
similar training centre could be opened in Madhya Pradesh near the Central 
workshop at Korba. The duration of the courses for various categories of 
personnel could be worked out by the Corporation, but it may be indicated that 
the National Coal Board in the United Kingdom had the following courses: 

(*) A four weeks course for colliery mechanics and electricians. 

(it) A course of 16 or 26 weeks for maintenance men, 

(vit) A two weeks course for mechanical operators. 

(iv) A two weeks course for Under Officers in charge of mechanised 

districts, 

(tii) Supervisors -— 

There should be short-term courses for supervisors giving them training 
in theoretical and practical aspects of their respective branches. These could 
be arranged in the respective areas and the same instructors could go round 
different areas during the periods best suited to them. Alternatively, lectures 
could be arranged at the projects in the evenings where superivisory staff could 
assemble. This alternative does not involve absence of the trainees from their 
normal work, Suitable incentives may have to be provided for those attending 
classes and also for those delivering lectures. 

The Supervisors should be made to attend refresher courses after a period 
of say from three to five years. 


Suitable training arrangement should also be made for store-keepers and 
stores officers, cost accountants and cost accounts officers, and the technical 
personnel in other cadres. 

Officer s:— 

(iv) Technical officers consist of the following cadres : 


(*) Mining Engineers employed as Ventilation Officers, Safety Officers, 
Assistant Managers and Managers, Project officers, etc. 

(i) Electrical and Mechanical Engineers. 

(it) Mechanical Engineers (Excavation Engineers), 

(ww) Civil Engineers. 

The largest single category of engineers in the Mining Industry is Mining 
Engineers, who start their career as Assistant Colliery Managers/Managers. It 
is sugggested that the Corporation may institute a scholarship scheme under 
which bright young boys of its employees may be sponsored for mining/technical 
courses under a bond to serve the Corporation for a certain minimum period. 
This will enable the Corporation to pick up youngmen brought up in proper 
environments who can, be given suitable training during their vacations in the 
mines according to a properly drawn up scheme. It may be mentioned that 
mining students are sent on training during vacations and these will not in 
any way mean inconvenience to the trainees. 
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These scholarship holders after graduation should join the training scheme 
of the Corporation and during such period they will get a stipend of Rs. 250 
per month from the Government of India and they may be paid suitable 
additional allowances as is done in some other private sector companies. They 
should not only take training in mining, but also in other branches like accounts, 
costing, finance control, stores, ete. so that they are able to perform the func- 
tions of an Assistant Colliery Manager/Manager much more satisfactorily when 
the time comes, A detailed scheme may be drawn up by the Corporation to 
fit in with their specific requirements but the intention should be to puta 
trainee as an apprentice/under-officer with an cfficer in a particular depart- 
ment for a certain interval after which the trainees should move to the next 
department. 


Managers and Senior Officer s—— 


Promising officers from this category should be deputed to appropriate 
short courses conducted by the management institutes in the country. Officers 
for such courses should be picked up purely on merit. We mention merit 
because we have been given tc understand that good officers sometimes do not 
get such a chance because they cannot be spared from their work. Deputation 
to such courses should, as a matter of fact, be onsidered as a mark of recogni- 
tion for good work. 


Officers should also be sent’ for technical refresher courses at suitable 
intervales, which may either be arranged by the Corporation or at some 
suitable institution. 


Research— 

An organisation like N.C.D.C. having about forty three production 
units will always have some technical problems which require attention. By way 
of illustration we may mention a few such problems which arise in the working 
of the mines of the Corporation. 


() Blasteng Techniques— 

(a) N.C.D.C. produces about §-5 million tonnes of coal and about 10 million 
cubic metres of over-burden from open cast mines annually. This naturally 
involves consumption of large quantities of explosives. We have felt that 
the cost of explosive per tonne in some of the N.C.D.C. collieries is high and 
even a small saving effceted at each mine may, inthe aggregate, save a very 
appreciable amc unt. 

(6) Fragmentation is another problem which, if improved, could result in 
a great deal of saving to the Corporation both in underground, as well as in 
opencast mines. Fine coal 7.e. minus 6 mm. in some of the collieries in M.P. 
does not find a suitable market and on the other hand has created a problem of 
dumping involving appreciable expenditure. 


(ii) Methods of extraction of thick/contiguous coal seams in Karanpura area-— 


No suitable method has yet been evolved for the thick and split seams in 
Karanpura area where stowing material is not easily available. 


An experimental mine is being worked out to investigate the possibility of 
adopting French method of caving thick seams by slices with artificial roof, 
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*C.MLB.S. is also taking their readings but no specific studies are being made 
by the Corporation which should enable them to iuterpret the results, so that 
the same could be applied elsewhere with modifications. 


(1%) Roof/Strata Control— 


The roof conditions in some mines have not been as good as expected, with 
the result that the equipment which was purchased for mechanisation cannot 
be used because owing to bad roof, galleries with requisite width cannot be 
maintained. In such cases the proposals to mechanise have had to be abandoned 
rendering the equipment surplus, and making the extraction difficult and 


costly. Some investigations to adopt new techniques on roof control might have 
helped to find a solution to this problem. 


(tv) Ventilation, Roof supports and stowing and the like and many other 
problems which need looking into. 


The C.S.I.R. have set up the Central Mining Research Station at Dhan- 
bad to which problems of a general nature not requiring quick replies or quick 
answers can be sent; but we feel that a large Corporation like N.C.D.C. should 


have a research wing cf its own to look into its technical problems requiring 
immediate solutions. 


Inbrary & Technical Literature— 


The Corpcration has not paid much. attention to this important aspect 
even at the headquarters. It is getting a few mining journals only. It is not 
getting regularly even the free publications sent out by mining organsations in 
other countries, like National Coal Board of U. K., United States Bureau of 
Mines, Charbonnages de France, etc. It is suggested that as many technical 
periodicals (mining and applied mining) as are‘available should be obtained. A 
monthly digest on the basis of the latest periodical be prepared and sent to 
all officers. This will be of technical servic. to the officers in the field as well 
as those at the area level aud the headquarters, who do not have enough time 
to go through detailed articles. Suitable libraries should also be established in 
areas so that cflicers could refer to then: in case of necessity. 


In addition, the N.C.D.C. could with advantage, introduce the following, 
amongst other measures to raise the technical competence of its officers and 
other employees, stimulate technical discussions of the problems involved and 
also help to create abiding interest amongst its technical officers in the mining 
work, 

(t) Seminars may be held where difforent officers may read papers and 
initiate discussion on specific practical problems, relate their own experience of 
handling such problems and learn about how others have handled the same and 
other problems in the ccurse of their work. 


(1) A house-magazine, quarterly to begin with, devoted to technical 
subjects. Articles on various technical matters could be contributed to this 
magazine by the cfticers and other employees of the Corporation. 

(wt) If sufficient ivterest and technical thought develops as a result of the 
above two measures, the N.C.D.C. may undertake publication of technical 
bulletins on a variety of subjects which could be of interest to the managers, 
officers and werkers of the Mining Industry as well. 

* Central Mining Reaserch Station. 
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CHAPTER XX 
COKING COAL 


A. Coking coal programme of N.C.D.C.— 

Amorg the eleven “State Collieries” taken over by N.C.D.C. in 1956, six 
were coking coal collieries with a total producticn of about 2+1 million tonnes. 
Except at Giridih where there was a coke oven plant, most of the coking coal 
was consumed by the Railways. The Second Plan programme of N.C.D.C. en- 
visaged the opening of a new coking coal mine at Kathara with a target of 
1-5 million tonnes, It should, however, be noted that since the quality of 
Kathara coal was not expected to be better than grade I, it could not be of use 
to the Steel Plants unless a washery was also planned simultaneously. In the 
last year cf the Second Plan, N.C.D.C.s production of coking coal was 
3:07 million tonnes (old collieries 2-28 million tonnes and Kathara 0-79 million 
tonnes). Out of this production, only the output of Bokaro and Kargali which 
was washed at the Kargali Washery commissioned in November 1958, went to 
the Steel Plants; the rest was taken by..Railways and other non-metallurgical 
consumers. This state of affairs-contmues even today since apart from Giridih 
the seams exploited by N.C.D.C, are in grades which cannot be used for metal- 
lurgical purposes without washing. 

2. The Third Plan originally envisaged that the N.C.D.C. would increase 
its coking coal production by 5 million tonnes (old State collieries 1-0 million 
tonnes; Kathara 0-5 million tonnes; West Bokaro 0-5 million tonnes; Ramgarh 
1-5 million tonnes; Jharia 1-5 million tonnes). This programme was suhsequen- 
tly revised by N.C.D.C. as a result of which West Bokaro and Ramgarh in their 
entirety and Jharia for the most part spilled over into the Fourth Plan, The 
revised programme of N.C.D.C. waa for 6-91 million tonnes (i.e. an addition of 
3°83 million tonnes only) consisting of 3+21 million tonnes from ex-State colli- 
eries, 3:0 million tonnes from Kathara, 0-5 million tonnes from Chalkari, a 
new mine adjacent to Kargali and 0-2 million tonnes from Central Jharia, The 
actual production at the end of the Third Plan was 2-78 million tonnes made up 
of about 2°30 million tonnes from the old collieries and 0-48 million tonnes from 
Kathara, neither of the uew projects having reached the production stage. The 
production from Kathara was far below the target as there was only limited 
ofitake, Although there was shortfall in production, since the steel programme 
also suffered from a serious shortfall, the censequences were not as serious as it 
would have otherwise been. The prcblems of Kathara have been dealt with 
in detail in another chapter. The production cf coking coal in the private sector 
also remained more cr less static during the entire Third Plan period, 


3, The reserves of prime coking coal are concentrated in the Jharia coalfield. 
Almost all the easily extractable seams of this field have either been exploited 
or are under exploitation by the private sector. A committee which examined 
the position in 1964 has remarked that a few major coal companies hold leases 
for more than half cf the reserves and the rest is distributed among a large 
number of small collieries, It would be desirable if, in the interest of conserva. 
tion of the coking coal resources, Govt. pursues the scheme of amalgamation 
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of small holdings vigorously and also does not grant fresh licences for small 
collieries for starting new enterprises or for expansion, 


4, Substantial increase in the availability of prime coking coal has been 
considered possible by the exploitation of the southern part of the Jharia field 
where the seams cccur at great depth. The raising of coal from these seams poses 
major technical problems and involves large capital outlay, with prospects of 
financial returns also not being attractive. In this area the N.C.D.C. has under- 
taken to open two deep mines with Polish collaboration at Sudamdih and 
Mopidih. The develcpment and operation of these mines present several pro- 
blems. To start with, there is the deep shaft with workings at several horizons 
varying in depth upte about 565 metres presenting complex technical problems. 
Then, there is the large size of the mine with the expected daily output of 
6,000 tonnes per day with its attendant managerial problems. At their peak pro- 
duction, each of these mines would be employing more than 3,000 persons, of 
whom more than two-thirds will be underground. Adequate arrangements have 
to be maintained for the supply of 9,200 tonnes of sand per day. In all, each of 
these projects may be called on to handle as much as 20,000 tonnes of material 
every day (inclusive of coal and sand). These and the safety and other arrange- 
ments have to be looked after carefully if the production is not: be to affected. 
It is obvious that an efficient management has to be set up to achieve the targe- 
ted production in the minimum possible time. We trust that the advice and 
assistance of the Polish experts would be available also during the initial years 
after production commences. 


5. Equally important is the financial aspect as the capital and develop- 
gent cost is far higher than that uf any other mine. The project report cost 
is Rs. 17-57 crores for Sudamdih and Rs. 15-12 crores for Mcnidih. These 
estimates have since gone up on aeecurt of devaluation of the rupee in 1966 
and the rise in other costs. They are likely to go up further with the delays 
that are occurring in completion of these mines. We have been told that 
each of these mines is likely to cost about Rs. 25 crores or even more. In 
view of such large capital costs, N.C.D.C. should ensure that these mines are 
properly managed: We were informed that already, due to slow progress, 
the time schedule of Sudamdih has had te be rephased and the mine which 
was earlier expected to reach target production in 1970-71 may now do so 
only in 1973-74. The implicaticns of such delays in increasing the costs, on 
account of depreciation, interest and other development costs are well known. 
A day’s avoidable delay in Sudamdih or Monidih could cause a loss of more 
than Rs. 50,000 on interest and depreciation-alone. If such losses are not 
to occur, it will be necessary 10 vest the local management with adequate 
admipistrative and financial powers which would avoid the delays which 
may otherwise occur in obtaining sanctions from the headquarters at Ranchi. 
With a capital investment of more than Rs, 50 crores and as the problems of 
the collieries may be different from those of other N.C.D.C. collieries, these 
two mines by themselves may prove to be big enough to require the consti- 
tution of a separate company. It may be examined at a later date whether 
such a company would be an economically viable propcsition. For the present 
our suggesticn is that for these two projects viz. Sudamdih and Monidih, 
the Area General Manager in charge should be vested with ad: quate powers 
to take ‘on the spot’ decision, and has the assistance of competent staff of 
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persons who have proved their ability during the construction stage. Among 
the problems which this officer shculd tackle right from now is a long term 
arrangement for the steady and assured supply of spare parts, replacements 
ete. It would be useful if the MAMC which also has Polish collaboration 
is closely associated with the provision of machinery for these mines. 


6. The economic aspect of these mines has to be considered carefully. 
The project report of Sudamdih mentions an anticipated profit of Rs. 1-46 
per tonne and that of Monidih Re. 0-07 per tonhe. We are not sure if these 
margins would nowbe obtainable after the increase in the capital cost of the 
two projects. Moreover, these were calculated on the basis of optimum pro- 
ducticn. Judging from the past performance, it would be justifiable to 
assume that there will be some years before the mines reach this high level 
of production. It may, therefore, become necessary for these deep mines 
to be given a special price or their production subsidised. As the costs of 
coking coal supplied from the relatively shallcwer mines of the private sector 
in the area will be lower. the steel plants may be reluctant to give a remune- 
rative price to these two collieries, at any rate for several years to come. 
Further, these coals may have to be washed before use iv steel plants and 
N.C.D.C. will have to recover the cost of washing also. We have seen hcw 
protracted the negotiations were for settling the price of Kargali washed coal 
and how the washery was showing loss year after year. These difficulties 
can be anticipated and we urge that the Ministry of Steel, Mines and Metals 
should now take steps to avoid them, The fact that these projects have been 
taken up ip the naticnal interest i order to provide the ccking coal needed 
by the steel industry cannot be ignored. Purely as commercial propositicns, 
these are not attractive ventures. These projects were undertaker in the 
expectation that voking deal demand would rise to a level which could not 
altogether be met from other ¢ollieries; the expected demand may not rise 
to that level for some years to come. 


7. The Coal Bosrd gives financial assistance for mining urder difficult 
conditions. The depth of shaft beyond 500 ft. ie one of the factors enabling 
a mine to qualify for assistance. For each 100 ft. of depth beyond 500 © ft., 
assistance is admissible at 6 paise per tor.ne for coking coal mines. This scheme 
and rates which were fermulated in 1960 did not perhaps take into account 
the cases of expensive mines like Sudamdih and Monidih. We suggest that 
these rates should be reviewed in the light of conditions prevailing and likely 
to prevail at Sudamdih and Monidih and, if necessary, suitably revised keep- 
ing in view the fact that these mines are being specifically developed to pro- 
vide the much needed prime coking coal. We also recommend that before 
taking up any more deep mines, their economics vir-a-vis intensive exploi- 
tation of the ‘easier’ reserves in the possession of the private sector should 
be carefully gone into, in consultation with the Steel plants, the Coal Boards 
and the owners of these collieries. 


8. There has been no progress in the matter of providing washeries for 
projects at Sudamdih and Monidih. If the coal needs to be washed, some 
arrangements have to be made to ensure that washery facilities are established 
or otherwise become available by the time the mines are ready for produc- 
tion; otherwise the production at these mines will remain restricted for want 


uf offtake, 
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B. Estimate of future demand— 

The demand for finished steel by 1975-76 has been estimated by the 
National Council of Applied Economic Research at about 10-3 million tonnes. 
This corresponds to a production of 13-7 million tonnes of ingot steel, It was 
understood from the Deptt. of Iron and Steel that there may be a market 
for the export of products corresponding to the output of another 1-3 million 
tonnes of ingot steel. In other words, the output of ingot steel in 1975-76 
is expected to be of the order of 15 million tonnes. The coal requirements 
are being calculated by the Deptt. of Mines and Metals in relation to the 
output of hot metal. The ratio between hot metal and steel ingot differs 
with the process, namely whether it is Open Hearth or L.D., but on an 
average, about 0-8 tonnes of hot metal might produce about 1 tonne of ingot 
steel. Hence, for an output of 15 million tonnes of steel ingots, about 
12 million tonnes of hot metal will be produced. The requirement of pig 
iron for use in foundries has been estimated by. NCAER at 2-33 million 
tonnes in 1975-76. This means that the hot metal output in 1975-76 will 
have to be of the order of 14-5 million tonnes. , 

2. Statement I annexed gives the capacity for production of hot metal 
in the steel plants, existing and under construction. This capacity totals 
to 12-63 million tonnes when the first stage of Bokaro Steel Plant and the 
sixth blast furnace at Bhilai are completed. The Department of Iron & Steel 
have made projection of hot metal production till 1973-74 only but if the 
NCAER estimates of demand materialise, the hot metal production may 
have to be about 14-5 million tonnes for which additional capacity of about 
1-9 million tonnes will have to be established. This capacity would be- 
come available when the fifth blast furnace which had been planned ear- 
lier is commissioned at Rourkela. and the second stage of Bokaro is comple- 
ted. Bokaro second stage would actually give 1-85 million tonnes of hot 
metal but in view of the demand estimate of NCAER, it is presumed that 
the commissioning of the additional capacity would be suitably phased. 


3. In addition to the steel plants, the other major consumer of coking 
coal is the coke ovens, At present there are six by-product plants including 
the coke oven plant of the West Bengal Government at Durgapur. The latter 
has installed 4 batteries with a total capacity of 0-60 million tonnes per annum. 
Karlier they had a proposal to establish 6 more batteries but due to the lack 
of demand for coke the proposal has not been implemented so far. If, as is 
hoped, the economy picks up, it can be assumed that there would be demand 
for production of more hard coke and the Durgapur coke oven project might 
have to double its present capacity. The beehive coke ovens and the Sindri 
Fertilizer plant also require some quantity of coking coal. Based on these 
assumption, it is estimated that the requirement of coking coal for the pro- 
jects, existing and under constructicn, would amount to about 26 million 
tonnes—vide details given in statement II. This will have to be met from the 
existing mines, from N.C.D.C.’s projects under development, and from the 
technically feasible expansion schemes of private coal companies. For 
meeting the existing demand for coking coal as well as the firm demand that 
may arise during the next 5 or 6 years, N.C.D.C. need not develop any new 
mines and the demand can be satisfied if the additional production expected 
from the private sector becomes available. If the additional steel and hard 
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coke programmes materialise, the coking coal production will have to b® 
raised by another 5 million tonnes. The development of the deep coking 
coal mines at Sudamdih and Monidih will have to be maintained so that 
their full production becomes available by 1975-76. According to present 
expectations, these mines are expected to give production at their target 
rate by 1975-76 but an apprehension has been expressed that there may be 
further delays. 


4, Since the new production is likely to be mostly in medium grades, it 
would be necessary to put up one or two washeries with the output of about 
1-6 to 1-7 million tonnes by 1973-74 for meeting the gap in the availability 
of washed coal for charging to the coke ovens. The processing of the Sudam- 
dih washery and Sawang Washery expansion would meet this requirement. 


5. For meeting the coal requirement of any further programmes of steel 
expansion, it is necessary to plan new mines and washeries. While it would 
be possible to produce coal from an open cast mine in about three years 
from the date of the sanction, if the coal is to come from a deep mine as may 
be the case in Jharia coalfield, the time taken would be quite long. Sudam- 
dih is now likely to take as long as ten to twelve years for completion. It 
is possible that another mine which N.C.D.C. has planned tentatively i.e. 
Talgaria, might take less time, “This isa matter which should engage the 
attention of the Planning Groups in the Departments of Mines & Metals 
and Iron & Steel so that the plins for coal production are drawn up sufficiently 
early to match with the plans for steel production. Along with the planning 
of new mines to meet the additional demand, it is necessary to plan new washe- 
ries also. Since it is stated that the capacity for the manufacture of coal 
washeries is available indigenously, the construction of washeries might 
not be a difficult task, but greater co-ordination than in the past would be 
necessary. 

6. In the years after 1975-76, if the steel demand is expected to go up 
further—a clear picture is not yet, available—new coking coal mines and 
washeries would ke necessary, the planning for which should start early. 


SraTEMENT [| 
Statement showing coal requirements of metallurgical industries by 





1975-76. 
Production Norm of Coal requirement as charged 
(1973-74) coal to the ovens 
Name of Steel Plant/Coke Oven M. Tonnes require- ~——— 
perannum ment Total Blend- Coking 
able* 
(Million tonnes p.a.) 
Steel Plants Hot Metat 
I. Rourkela oa 1-70 1-47 2-50 0-25 2:25 
2. Bhilai 3:04 1-29. 3-90 0°39 3°51 
3. Durgapur 1-80 1-46 2:68 0:39 2-24 
4, Bokaro 2-62 1-36 3°41 0°34 3-07 
6, TISCO 2-01 1-30 2°60 0+26 2°34 
6. TISCO 1-46 1-45 2°12 0-21 1:91 
Total for steel plants 1. «12-68 . «1N16 1-84 15-82 
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Statement | Contd. 
Production Normof Coal requirement as charged 














(1973-74) coal to the ovens 
Namo of Steel Plant;Coke Oven M. Tonnes require. —— A 
per annum ntent Total Blend Coking 
able* 
(Million tonnes p.a.) 
Coke Oven Plants Coke 
: Durgapur : 3 0-60 1-33 0-80 0-12 0-68 
. Other B, P. Coke Gries 5 0:25 1-33 0:33 ie 0:33 
3, Beehive Coke Ovens .. ei 0-37 1-33 0:49 24 0-49 
4, Sindri oe ae ax 0-36 0-18 0°18 
Total Coke Ovens ts 1-22 ° 1:98 0-30 1-68 





Total requirements of coal for metal- 
lurgidal industries by 1973-74... 19-14 2-14 17-00 


Additional Capacity likely by 1976-76 





Steel plants is a fe 1:90 1-30 2:47 0-25 — 2-22 
(Hot 
metal) 
Durgapur Coke Oven ae az 0-60 1:38 0-80 0-12 0:68 
(coke) . 
Total addi. af 3:27 0-37 2-90 





Total requirements of coal for metal- 
lurgical industries by 1975-76... 22-41 2-51 19-90 








Statement IT 
Coking Coal Requirements 


Million Tonnes 





Coking coal requirements for existing projects and for those under construction is 17-0 
Coking coal availability— 
*(a) Washed coal @90% capacity of HSL washeries and at 90 to 100% 
of other washeries existing and under construction : 12-62 
*(b) Superior grades of coal not requiring washing .. 2°65 
15-27 15-27 
(c) Balance required oa or as os ae 7 1-73 
Total raw coal required 
Raw coal equivalent of {a} above ae oe oe a 20-28 
Superior grades i.e. (b) above ce i +e ry 2°65 
Raw coal equivalent of (c) above oa os Pe aie 2-88 
25-81 26-00 
or say 
Coking coal required for additional steel and coke oven soar cra yet to be sanctioned 
(as charged to ovens) oe . ve 2-90 
Raw coal equivalent of above @00% iat = ee + = 4-83 





*Figures worked out by the Sub-group on coking coal requirements, 


CHAPTER XXI 


COAL WASHERIES 
Kargali Washery— 


The Kargali Washery was the first coal washery to be taken up in the 
Public Sector. The proposal to construct the washery was initiated by the 
former Ministry of Production before the formation of N.C.D.C. on the basis 
of a report submitted in January, 1955 by a committee under the Chairmanship 
of the then Chief Mining Engineer State Collieries. The washery was 
designed for an input capacity of 2:2 million tonnes per annum and an output 
capacity of 1-6 million tonnes per annum. The cost of washing was estimated at 
about Re. 1 per ton. The committee recommended that as the washed coal would 
be taken by Government consumers (steel plants for washed coal and DVC for 
middlings), the final price of the product should be decided by the Government 
after some experience was gained of the actual cost of washing. At an inter- 
departmental meeting held on 21-2-55, the Managing Director of Hindustan Steel 
Ltd. agreed that the coal would be taken by Rourkela (1-1 million tonnes) and 
Bhilai (0-5 million tonnes) and that HS-would be willing to pay an additional 
price to cover the cost of weshing.. The question of transfer of the washery to the 
HSL was considered in 1958, butas the H.8.L. asked that the Kargali—Bokaro 


mines should be also transferred along with the washery, it was decided not to 
make this transfer. 


Washed Coal Price— 


2. Even though the H.8.L. had agreed to bear the cost of washing, the 
fixation of the price to be paid by H.S.L. to N.C.D.C. for the washed coal 
involved protracted negotiations. Separate agreements were arrived at for 
different periods. The agreements were as below:— 

(2) The HSL agreed to pay the actual cost of washing in its entirety from 
the beginning to 30-9-1961. 

(it) For the period 1-10-61 to 31-3-63, H.8.L. agreed to pay at a standard 
cost calculated on an average output of 100,000 tons per month 
of clean coal with an ash content of 15-8 per cent to 16 per cent. The 
loss, if any, during this period was to be borne wholly by the N.C.D.C. 
but the profit if any, was to be shared between H.S.L. and 
N.C.D.C. in the ratio of 2:1. 

(102) For the period from 1-4-63 to 31-3-65 the above formula was con- 
tinued with the modification that the average output was taken as 
105,000 tonnes per month. 

(w) From 1-4-65 to 31-3-67, the N.C.D.C. was allowed to include in the 
washing cost, a return of 8 per cent on the entire capital invested. 


The price for 1967-68 has not yet been finalised and the N.C.D.C. is receiving 
payment on a provisional basis. The above agreement relating to the period 
1-4-65 to 31-3-67 was arrived at only at the intervention of the Secretary I. & 8. 
and Secretary M.&M., as direct negotiations between the N.C.D.C. and H.S.L, 
failedto reach an agreement on this issue. 
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3. After going through the history of the negotiations, we feel that the 
N.C.D.C. should not only not be burdened with any loss on account of having to 
wash coal supplied either to the Steel Plants or to any other consumers but also 
receive a reasonable return on the capital investment on the washery. There are 
operational and financial advantages in locating the washery at the colliery end 
and keeping both the collieries and the washery under the same management. 
Tn order to provide an inc ntive for efficient management of the washery, the 
N.C.D.C. would have to maintain a standard level of output which should be 
calculated with reference to the characteristics of the coal, the availability of 
transport and the expected off-take. If the output falls for reasons of low off- 
take, the penalty should fall on the consumers. Normally such an agreement 
should be arrived at by direct negotiation, between the parties; but if they fail to 
produce an agreed conclusion within a period of say, six months, the Govern- 
ment should make arrangement for fair and prompt decision in the matter, if 
necessary, by setting up a committee or a referee to reach a decision. It is not 
proper that such inter-unit disputes between public undertakings should be 
allowed to drag on for years as in the case of Kargali washed coal. The referee 
and the committee should be free to evolve fair principles to decide the issues 
involved. We consider that the predominent factors should be national interest, 
sense of fairness as between the two undertakings and the need to stimulate both 
units to achieve maximum efficiency. 


Transport— 


4, The bi-cable ropeway that was installed at a cost of Rs, 13 lakhs 
to transport coal from Bokaro Colliery to the Washery was subsequently 


discarded because according to the management it resulted in the following 
drawbacks :— 


(<) During the course of operation of the ropeway it was observed that 
the fixed ropes used to move slightly on the pulleys with the result 
that the pulleys were getting badly worn-out. 

(it) The buckets were coming off the rope, causing acciderts, 

(#2) Some coal was locked up under the ropeway trestles. 


It is difficult to imagine why No. (2) and (72) could not have been rectified; 
No. (iii) should have been thought of at the planning stage. The alternative 
system of transport is by road and the cost per tonne during 1966-67 was 
Rs, 2-31 in case of chute loading and Rs. 3-51 in the case of hand loading, 
The figures for cost of transport by ropeway have not been supplied. A suitable 
method would be by pipe line because the distance is so short and also because 
water has to be mixed in the washery any way; but blending may offer a 
problem for which a solution has to be found by proper tests. The N.C.D.C. 
may examine the economics of such an alternative in detail. 


Collection of fine.coal— 


5. The filter plant forming partof the washery was installed in 1958 for 
recovery of the coal fines mixed with waterin the process of washing. Till 
December, 1963 the fine coal from the slurry was not beg recovered because 
the three filters in the washery did not have adequate capacity and also 
because they did not operate efficiently. It was decided at the end of 
1963 to collect the fine coal manually through settling ponds which cost Rs. 
60,000 only and the manual collection startedin Januay, 1964. 
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According to a study made by the Management, the percentage of fine coa 
going to thickness is 10-2 per cent of the raw coal. At this rate the fine coal lost 
is slurry till December, 1963 works out at about 680,000 tonnes and if this coal 
is priced at Rs, 30 per ton the fine coal lost in slurry would be worth Rs. 2-04 
crores, 


The manual collection of fine coal has the following disadvantages— 
(*) High cost of recovery; and 


(#2) Possibility of over-reporting by the contractor; the recovered fine 
coal is dumped and loaded with the clean coal from the washery and 
the only way to know the exact quantity of fine coal recovered from 
the settling ponds is by counting the number of trucks reported. It is 
necessary to maintain proper supervision on this work. 


6. The new filters forming part of the Kargali extension scheme are high 
capacity filters and, if the slurry circuit is run properly, the manual collection of 
slurry should not be necessary. Even though these filters were commissioned in 
March, 1966 they have not been used effectively. It may be pointed out that the 
Committee was informed during their visit to the Kargali washery that 4 out of 
5 filters were working, the fifth being a standby, whereas at the time of our 
inspection it was found that only-one of the.five filters was working. We were 
informed that the expenditure ‘on manual collection was only about Rs. 10,000 
p.m. whereas it was later asscertained to be about Rs. 70,000 p.m. since April, 
1966 (average). 


7. During a subsequent visit, to the washery at the end of October, 1967 
by one of the Members of the Committee, it was confirmed that the filteration 
capacity was adequate but on further probing as to why the filters were not 
being used, the following defects were mentioned, :— 


(2) Over size coal going to the thickeners, necessitating the by-passing of 
the thickener and filter. 


(4) Non-lifting type rake mechanism, in the old thickener, because of 
which it gets bent when slightly over loaded. 


(wt) Non-availability of the suitable filtering cloth and diaphragms, 


8. In a well designed washery with proper desliming screens over size coal 
should not go to the thickener and it is surprising to find that no additional 
desliming screens were provided even though an additional thickener and two 
additional filters were installed costing quite a large amount as compared to the 
desliming screens which would have cost only a fraction of this amount. Due to 
the absence of desliming screens, the thickener and filters cannot be used effec- 
tively. It is difficult to believe that neither the N.C.D.C. officers connected with 
the expansion of the washery nor the German firm of consultants thought of this 
simple device. ; 


9. When we met the Area General Manager and his washery staff in No- 
vember, 1967, it was agreed that the proposed desliming screens will be install- 
ed by January, 1968 and manual collection will thereafter be stopped. It was 
agreed to install a wedge wire screen costing about Rs. 20,000 which would arrest 
the flow of +-1 m.m. oversize coal into the thickener. The installation date was 


231 


later extended to April and then to the middle of June because first a compres- 
sor failed and later the bushing of the thickener cracked. We have been told in- 
formally that the bushing has been repaired in July. We hope that hereafter 
manual collection of slurry may not be needed. 


10. The important points that need consideration are as follows — 


(¢) Such a large washery was designed and erected with so small a capa- 
city for recovery of fines. (15 tons per hour if all the three old filters 
are used whereas the quantity of fines coming at the original capaci- 
ty was 50 tons per hour). An effort should have been made to in- 
crease the capacity of slurry circuit. 


(#1) No attempt was made to recover the fines going into the slurry for 
such a long time resulting in a great loss (estimated at Rs. 2 crores). 


(it) The transport for the major part of the coalie. from Bokaro Col- 
liery was arranged by a bi-cable ropeway which had to be discarded 
resulting in loss to the tune of Rs. 13 lakhs. : 

(w) During the expansion scheme the capacity of slurry circuit was 
increased to 68 tons per hour and this has been available since March, 
1966 but it is not being used effectively. The expenditure since then 
is about Rs. 27 lakhs. 

(v) During the enquiry this was taken up in detail and ultimately it was 
decided to install two more screens which were to result in stoppage 
of manual collection by January, 1968 but the work has been delay- 
ed due to one reason or other. . 

(vi) The percentage of ‘fines’ recovered and the amounts paid fluctuate\ 
widely from month to. month. It is rather strange that the percent- 
age of ‘fine coal’ could vary so widely. A strict check should have 
been exercised over the quantities reported to have been transported 
by the contractor. : 


From our examination of the question and the answers received by us, as well 
as the absence of a sense of urgency on the part of the officials concerned to 
adopt the simple remedies which would have saved the Corporation about 
Rs. 8 lakhs per year; we have reasons to conclude that the arrangement for 
manual recovery of the slurry requires detailed probing by the Managing 
Director, with the assistance of some expert in coal washeries from outside the 
N.C.D.C. 


Gidi Washery— 

11. In 1958 an Expert Committee on Coal consumption on Railways 
recommended beneficiation of the non-coking coal so as to provide selected 
grade coal to the Railways. The production of selected grade coal. was falling 
and hence the Government accepted this proposal in principle. Apparently, the 
question of who should be responsible for constructing the washery was not 
considered at that time. The Department of Mines and Fuel appear to have 
proceeded on the assumption that the setting-up of. washeries was the 
responsibility of the consumer, namely, the Railways. The Railway Board on the 
other hand was not willing to take up this responsibility. The Railway Board 
wrote to the Department of Mines and Fuel in November, 1959 stating that the 
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Board will not undertake the responsibility for the establishment of the non- 
coking coal washeries. Its view was that the setting-up of washeries for bene- 
ficiating low grade coalis appropriately the function of the Ministry responsible 
for the production and distribution of coal. Later on, Railway Board in a 
D. O, letter dated 8th July, 1960, also made it clear that it will not agree to pay 
any extra price for the washed coal over and above the notified price of selected 
grade coal, At the same time the Board urged the Department of Mines and Fuel 
to set up the washery at an early date. The N.C.D.C. was asked to undertake 
this project. In August, 1961, the N.C.D.C. asked whether the Railways would 
agree to pay the cost and stated that the Corporation would start the project 
only if the cost of washing is reimbursed to them. In reply, the M.D., N.C.D.C. 
was told by the Joint Secretary in the Department of Mines and Fuelin his 
D. O. letter dated 25th August 1961 that “it has been decided that the N.C.D.C, 
should go ahead with this project promptly without waiting for a decision as 
to who should bear the cost of washing.” This decision was taken at the highest 
level and the Planning Commission is also stated to have agreed in principle that 
this washery project should be pushed forward, Again in December, 1961 when 
talks were going on with the Poles for the preparation of the project report 
of the washery, the Managing Director wanted a clear understanding that the 
N.C.D.C. would not be called upon to bear the cost of washing and also referred 
to the problems of disposal of the washery middlings. No specific reply appears 
to have been given to this letter. In view of Government’s express desire, 
N.C.D.C. undertook the preliminary work but again in February, 1962, the 
M.D. wrote to the Government asking for either a directive to go ahead with the 
washery and accept the losses arising therefrom or for an assurance that the 
cost of washing would be met from a source other than the Corporation’s 
funds or for at least the limited decision that preliminary work upto the 
stage of preparation of the project report should be proceeded with and that 
the cost incurred in this process will be reimbursed. In reply, he was informed 
in the Ministry’s letter dated 17th March 1962 that “that N.C.D.C. should pro- 
ceed with the preliminary work of investigation of washability characteristics 
of non-coking coal upto and including the stage of preparation of the project 
reports leaving it to Government to decide whether the project report so 
prepared should be proceeded with or not.” He was also informed that “the 
question of Government reimbursing to the corporation the costs incurred 
by them in connection with the stages of washability tests and preparation of 
project reports is hardly an appropriate assurance to ask for, secing that the 
entire capital of the corporation is furnished by Government’’. In his note to 
the Board of Directors for their meeting on 26th April 1962, the M.D. had strong- 
ly disagreed with the views expressed in the Ministry’s letterdated 17th March 
1962 and requested the Board to reiterate the earlier view and ask for a Govern- 
ment directive. The Board endorsed his suggestion. He also raised the same 
question again at an internal meeting in the Ministry when the Ministry appear 
to have felt that there would be “plenty of consumers” for the output of this 
washery if the Railways did not want it. 


12. Acting on this assumption, not only the preliminary work but also the 
sanction for the Gidi Washery project and the securing of Polish collaboration 
were pushed through. The project report which was received from the Poles 
in April, 1962 was finalised in June, 1962. The project came up for Government 
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sanction in July, 1962. In the mean time, the question of paying enhanced price 
for the washed coal had been discussed with the Railways at a meeting attended 
by the Minister of Railways and Mines and Fuel, along with other topics. 
No agreed decisions were reached. In the course of examination of the proposal 
for sanctioning the Gidi Washery project, several questions were raised by the 
Ministry of Mines and Fuel as well the Ministry of Finance, but there is no 
record to show that the remunerativeness of the project for the N.C.D.C. was 
touched upon. It is rather surprising to note that though the Memo. submitted 
to the Expenditure Finance Committee (of which the Finance Secretary was 
the Chairman), contained a specific heading “State the estimated yield and 
economic implications” no material information was given except to say that 
the cost of washing would be Rs. 6-22 per tonne. No indication of the controver- 
sy with the Railways about the payment of the enhanced price was given. This 
omission was a curious over-sight, after the spirited notes and letter which had 
earlier been exchanged between the M.D., N.C.D.C. and the Ministry, and 
when the Railways had already made it clear that they were not willing to bear 
the extra costs. After issue of the sanction the N.C.D.C. stood committed to 
implement a Rs. 8 crores project without clearing the doubts which they them- 
selves had raised earlier about its economics. On 18th August 1962 an agreement 
was signed with the Polish Agency CHKOP for the construction of the Gidi 
Washery. 


13. The M.D., however, brought the matter again to the notice of Go- 
vernment in a D.O, letter dated 23rd August 1962 to the Joint Secretary in the 
Ministry of Mines and Fuel. His words are pertinent “We are thus committed 
to the Gidi Washery even in the absence of a firm decision about the price 
which the Railways will pay for the clean steam coal supplied from this washery 
to the Railways. I hope this will not create any embarrassment in the future’, 
It is not clear to us why he did not put this apprehension in the E.F.C. Memo. 
We suggest that in future, no washery project should be sanctioned unless its 
economics are carefully worked out and a clear appreciation made that con- 
sumers would be willing to bear the cost.of washing. 


14. On receipt of the M-D.’s letter, the Ministry made a proposal for accept- 
ing the principle of reimbursement to N.C.D.C. of the cost of washing non-coking 
coal either by recovering the cost directly from the consumers or by spreading 
it out over the entire despatches of selected grade non-coking coal. The operating 
cost of the washery was then estimated at about Rs. 6 per tonne and the differ- 
ence between the cost of 1 tonne of washed coal and the controlled price of 1 
tonne of raw coal of equivalent quality at about Rs. 11. The Railways did not 
agree to this and when they found that the incidence of the surcharge would 
be substantial, they revised their requirement of selected grade coal from 15 m. 
tonnes to 6 m. tonnes including 2 m. tonnes of washed coal subject to the condi- 
tion that the cost of washing will be spread over the entire consumption of 
selected grade non-coking coal. Later on, they further reduced the requirement 
of washed coal from 2 m. tonnes to Gidi’s output of 1+1 m. tonnes of steam 
coal in June, 1963. 


15. One offshoot of this development was that the plans for putting up 
any more washeriesfor non-coking coal were abandoned and the only residual 
question remained to be solved was that of finding market for washed coal 
from Gidi, 
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16. In view of this, the Secretary, Department of Mines and Metals 
wrote to the Member Transportation, Railway Board in February, 1964 stating 
that since the Railways and Stee! Plants will be the only consumers of Gidi’s 
washed coal they should share the cost of washing, and that other consumers 
should not be burdened. The reply was that “in case the principle of distribu- 
tion amongst all consumers is not acceptable, the Ministry of Railways would 
prefer to cut-down their demand for selected grades of coalrather than to pay 
the cost of washing.” With this, the Railways went out of the picture as a 
consumer of Gidi washed coal. In the meantime civil works as well as supply of 
machivery had started. The N.C.D.C. was asked to explore the possibility of 
redesigning the washery soas to feed the entire washed coal to the steel plants. 
The N.C.D.C. consulted the Director, C.I'.R.I. who said that redesigning 
was not necessary. He, however, sounded a note of caution about the market- 
ability of the washed blendable coal as he felt that a large part of the require- 
ments could be met adequately by the raw ccal of Dishergar-Sanctoria seams 
and the washed coal from Churcha-Jhilimili (then tentatively planned). The 
Ministry considered this letter and decided to drop the Churcha-Jhilimili 
washeries and proceed with the Gidi Washery. The blendable coal requirements 
of 1970-71 were then estimated (by Technical Committee on coking coal which 
included representatives of the steel and'coal industries both public and private) 
at 5°85 million tonnes in the total. demand>of 50-95 million tonnes by the 
metallurgical consumer, Raw blendable coal available was 2-12 million tonnes 
leaving enough margin to absorb the output of Gidi. The Technical Committee 
for linkage of collieries and washeries on which the Department of 
Iron and Steel was represented had expressed the opinion that the entire pro- 
duction of Gidi washery could be reserved for the steel plants. Unfortunately 
this opinion has not proved consistent with the developments that have taken 
place subsequently. The quantity of blendable coal that the steel plants can 
take is not now estimated to be more than 10 per cent except in the case of 
Durgapur which can be left out as a consumer of Gidi washed coal on aceount 
of transport difficulty. The firm market for Gidi washed coal is not now expected 
to be more than one million tonnes leaving a balance of about 0-8 million tonnes 
for which there is ro prospective maket. In addition, there is also the problem 
of finding a reasonable price for the washed coal especially when raw blendable 
coal of comparable quality vontinues to be available in adequate quantities. 
The matter is still under the examination of the Ministry of Stee], Mines and 


Metals. 


17. Our examination of the correspondence and papers shows that it 
was at the insistence of the Government that this washery project was under- 
taken. The N.C.D.C. had clearly expressed its apprehension that the project 
was not viable and it would involve the Corporation into heavy losses. The 
Board of Directors had asked for a Government directive. No formal directive 
was, however, issued. The correspondence, some of which has been quoted 
above, shows that as far as N.C.D.C. was concerned, the insistence of the Govern- 
ment was as good as a directive. We have already recommended in our First 
Report, that in cases where N.C.D.C. undertakes unremunerative activities on a 
directive from Government, the financial impact of the directive should be met 
from Central Revenues. We have expressed in the First Report our reasons 
for making this recommendation. We recommend that, in the case of Gidi 
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washery project, the financial losses that may accrtieon the working of this 
project be entirely met from the central revenues and should not affect the 
profit and loss account of the N.C.D.C. 


Kathara and Sawang— 

18, Two other washeries are under construction at Kathara and Sawang, 
The washery at Kathara was first conceived of in 1960 and the project was 
included in the Indo-Soviet Credit Agreement of December 1961 for execution 
with USSR collaboration. The washery is to have the input capacity of 3 
million tonnes of raw coal, to be supplied from the Kathara Mine. A detailed 
project report was prepared by the Russian Collaborators and approved 
by the Government in July 1963, estimating the capital cost of the washery 
at Rs. 8-05 crores. According to the time schedule, which was a very tight 
one, the washery wasto be completed by April, 1965; but delays occurred 
as even the working drawings were received from the USSR during the period 
May, 1963 to April, 1965. The target date for the completion had to be revised 
from time to time. Besides the delays in rece pt of project report and the work- 
ing drawings from the Russian, Collaborators, delay in completion is caused by 
the modifications made in the plant incorporating a magnetite preparation 
plant and middling loading complex. The estimated capital cost has gone up 
from Rs. 8-05 crores to Rs. 12-26 crores. Based on the revised capital invest- 
ment of Rs. 12-26 crores, the estimated cost of washing per tonne at 100 per 
cent load factor is now calculated ati Rs, 10-49 per tonne of raw coal input, 
or about Rs. 21 per tonne of washed coal. Clean coal from this washery is to 
be supplied to Rourkela and Bhilai steel plants and middlings to Patratu 
Thermal Power Station. In the past Railways have shown considerable reluc- 
tance to move Kathara Coal to Patratu thermal power station owing to certain 
technical difficulties of rail transport, but lately they have agreed to transport 
Kathara coal to Patratu. It is expected that an input of 3 million tonnes of 
raw coal will give 1-5 m llion tonnes of clean coal from this washery. 


19. Another coal washery was proposed at Sawang as a Third Plan Project 
with raw coal input capacity of -75 million tonnes per year. The coal supplies 
are to be made by Sawang Colliery. A feasibility report was prepared by the 
Central Fuel Research Institute in August, 1962 and the project was sanctioned 
in November 1962. Tenders were then invited for undertaking this washery 
as a turn-key job. As a result of the tenders received, the project report was . 
revised in May, 1964 incorporating additions and modifications as well as 
revising the estimated cost. The Government’s approval to the revised project 
was obtained in February, 1965 at an estimated expenditure of Rs. 2-97 crores. 
Contracts were made with three different parties for various sections of the 
plant and equipment, in May, 1965. According to the time schedule then 
drawn up, the date for completion of the washery was September, 1967. The 
latest assessment is that the plant will be completed some time in 1968. Clean 
coal from Sawang Washery is tentatively linked to Rourkela Steel Plant and 
middlings to Patratu thermal power station. The cost of washing per tonne of 
raw coal at 100 per cent load factor is estimated to be Rs. 10-84 and as clean 
coal output is expected to be about the half of raw coal input, the cost of 
washing per tonne of washed coal will be approximately Rs. 21 per tonne. 
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General-- 

20. In the Third Plan, the N.C.D.C. had a large programme of 
setting up washeries. The programme was drawn up with a view to meeting 
the growing needs of washed coal for the steel expansion programme. As 
many as 8 different projects were considered at the beginning of the Third 
Plan, and the N.C.D.C. was asked by the Government to undertake this washery 
programme in a way which could ensure that the programme did not lag behind ° 
the schedule of the steel plant expansions. Steel expansion programme did 
not come up to expectations and barring these four projects referred to in this 
chapter, the remaining projects for setting up new washeries were dropped for 
one reason or another. 


21. Currently, the N.C.D.C. has only one washery at Kargali now in 
operation and three other washeries at Kathara, Gidi and Sawang undercon- 
struction. It is possible that washeries may have to be set up at Sudamdih 
and Monidih to provide washing facilities forcoal from these two deep shaft 
mines. In regard to Sudamdih, some preliminary work has been undertaken 
to investigate the washable quality of coal and to prepare a feasibility report. 
No firm decision has yet been taken for the setting up of this washery. 


92. Our general assessment is that the N.C.D.C. has not yet built up 
sufficient competence and knowledge in the management of coal washeries. 
Optimistic time-schedules were drawn up from time to time in regard to the con- 
struction and completion of these washerics, indicating that the magnitude of 
work involved and the various bottlenecks in exe ution were not sufliciently 
realised. The completion dates had, therefore, to be revised from time to time 
and the capital charges originally estimated have also gone up for several 
reasons including devaluation of rupee. All the projects required considerable 
technical collaboration from outside India. According to the revised capital 
cost, investment in these washeries is expected to range from Rs. 3 crores in 
Sawang to Rs. 12 croresin Kathara.) The corresponding turn-over in terms of 
washing expenses alone, ranges from Rs, 80 lakhs in Sawang to about Rs. 3 
crores in Kathara. By any standards these projects are large enough to re- 
quire that at the production stage they should be manned by experienced and 
competent factory managers. The way in which Kargali wash ry has taken a 
long period of years to get over its teething troubles and to reach the optimum 
output indicates the needs for building up the competent production manage- 
ment at the washery level. In the case of that washery, it was some years before 
it was realised that ropeway arrangement for transport of coal was ineffective 
and. that good clean coal of fine size was being washed into the river, the re- 
covery of which would have saved for the N.C.D.C. as much as Rs. 2 crores 
over the period November, 1958 to December 1963. Even though necessary 
filters have been installed for the recovery of fines, they have not worked satis- 
factorily and the coal fines continue to be recovered manually involving large 
costs. The way in which a simple solution like that of setting up a screen did 
not occur to persons in-charge and that even after it was agreed to install 
the screen, it has taken some months to be completed and the subsequent failure 
of thickener bushes also indicate that the washery management is not techni- 

ally able to resolve such production problems. 
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23. Very shortly, three more washeries will be completed and commissioned . 
The N.C.D.C. will be well advised to ensure that the foreign collaborators, who 
are helping the Corporation in.-the installation of these washeries, maintain 
sufficient technical personnel in India even after the washeries are commissioned 
to advise and, if necessary, take charge of several problems that may arise during" 
the teething periods until the washery reaches its optimum level of production. 
In the meantime, selected officials should be nominated to under-study the 
foreign experts so that they can take over the management and run it compe- 
.tently after the plant has reached the optimum level of production. The 
officials selected need not be mining engineers; they could be selected from any 
of the N.C.D.C. cadres. . They should, however, have the training, experience 
and aptitude for running factory management. If sufficient talent is not avail- 
able amongst the N.C.D.C. personnel, outside recruitment need not be ruled out. 
As far as Kargali Washery is concerned, the best solution now seems to be to 
persuade one of the techni: al collaborators at the three washeries under construc- 
tion to nominate p<rsons who can put the production of this washery on a 
satisfactory basis and run the plant at an optimum level of production for a 
period of say six months. In the meantime, some selected officers should 
associate with the foreign experts ready to take over from them at the end of this 
period. Besides top managers, othertechnical staff should be trained and kept 
in readiness for managing these washeriés, 


24. At the headquarters in Ranchi; there should be a Technical section of 
a small number of expert personnel in-charge of work relating to washeries. 
This section should provide necessary supervision and technical guidance from 
time to time to the manager of the washery and also inspect the washeries 
from time to time. The Section should be in-charge of arrenging trained personnel 
‘at various levels for the washeries, Its advice will be available to the Managing 
Directors and tue Technical Director for considering production problems ef the 
washeries. It should also be responsible for planning work of any more washeries. 
In view of their close link with the production of adjacent coal mines, we do 
rift propose that the washeries be taken out of the administrative control of the 
AGMs concerned. However, it is necessary to recognise that technical com- 
petence needed for the management of these washeries is of a kind different 
from that required for the colliery management and to strengthen the aOrery, 
level management accordingly. 


CHAPTERIXXIT 
INDUSTRIAL RELATIONS 


As an organisation employing a large number of workers and office staff 
it is important for the N.C.D.C. to maintain high standards in labour manage- 
ment relations. At one time the N.C.D.C. had as many as 73,000 employees on 
its roll. Since then, some retrenchment and voluntary retirement have taken 
place of the surplus workers, specially at Giridih. Currently the number is 
about 66,000. From the information received from N.C.D.C. which is not 
complete in respect of all units, it is found that about 10-5% of the total 
number is ‘office staff’ and the rest ‘industrial work«rs’. A large majority of the 
workers are directly employed on productive work; there are others whose work 
consists primarily in carrying out those duties in offices, workshops, stores, 
depots and factories, which also serve the cause of production. Amongst 
these, the managerial staff, from the officers in charge of collieries to the Manag- 
ing Director, have the special responsibility to ensure proper deployment and 
discipline amongst all this staff of workers and oriurs and to secure their reason- 
able well-being so as to subserve the cause of production. In a public sector 
enterprise like the N.C.D.C., there is no such distinction as employers and employ- 
ees, All persons from the Managing Director to the miners and loaders are 
employees working in the same cause of stepping up the performance of the 
institution and its usefulness to the community. It is obvious, therefore, that 
there should be efforts from all sides to secure cooperative and amicable rela- 
tions between the managers at various levels and the workers and office staff, so 
that together they devote their best efforts towards increased production and 
productivity and the growth of the organisation. To secure this team-work, 
it is essential that the workers and the office staff receive a fair treatment that 
their terms and conditions of service are not less favourable than those obtaining 
in similar institutions, that their legitimate grievances receive fair and prompt 
attention and that they are genuinely assisted to overcome any difficulties that 
may arise in the course of their work. On the part of the workers there is the 
corresponding obligation to do their best to improve production, avoid waste 
and resolve their difficulties in a peaceful manncr without hindering the cause of 
production. 


2. When the N.C.D.C. was established, the Corporation took over a large 
number of employees from the 11 State collieries. On taking them over, the 
conditions of the service of all the monthly-paid employees were to be the same 
as those applied to them before their transfer to the N.C.D.C. For new employees 
the Corporation laid down its own methods of recruitment and terms and condi- 
tions of service. These were not, however, greatly dissimilar to those applied 
to those taken over from the State collieries. Broadly speaking, the N.C.D.C. 
follows the terms and conditions of service applicable to Government staff. 
In regard to industrial workers, however, the wages and other terms and condi- 
tions of service are determined by the various awards given by the Labour 
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Tribunals and applicable to similar workers of the coal industry. The latest 
such award is that of the Wage Board whose recommendations were accepted 
and implemented by the N.C.D.C. in August, 1967. 


3. By and large the N.C.D.C. followed the system of recruiting their 
workers locally through the employment exchanges. The powers of recruit- 
ment of workers and office staff whose emoluments did not exceed Rs. 575 per 
month were vested in the Area General Managers who were responsible for 
ensuring their preference was given to local persons. Later, from 1964 on- 
wards, when it became necessary to retrench surplus labour, efforts were made 
to absorb such of them, as were willing to be transferred, to shift them to new 
areas, so as to minimise hardship. 


4. The N.C.D.C. had also established appropriate Grievance Procedures 
and Works Committees as required by the labour legislation and the Code of 
Discipline in labour matters. These procedur:s have been working satisfactorily. 
At as many as 14 units, Joint Management Councils have been established in 
accordance with detailed procedure laid down in March, 1960. However, many 
of these Councils have either not functioned or have become ineffective. It 
has been stated to us that in some places, the Trade Unions have not shown 
much interest in the work of these Councils. We consider that these Councils 
should be revived and every effort made to build up cooperative working at the 
colliery levels through such Councils. Hventually these could very well build 
up the base for worker’s participation in management. 


5. One indication of the state of labour-management relations, is the number 
of man-days lost owing to strikes ete, That the record of the N.C.D.C. in 
respect of industrial relations is a good one, is illustrated by the following figures 
of the man-days Jost due to strike and cessation of work in the collieries/esta- 
blishments of the Corporation during the last four years— 





Number of Percentage to 





Year mandays lost total number 

: of man-days 
1964-65 oo ae 2% as oe ae 35,692 0:21 
1965-66 os ve ee ae oe te 5,401 0-03 
1966-67 ay oe of as a oe 2,836 0-02 
1967-68 aa Be oe ve ary +e 1,54,644 


6. Out of the 35,692 man-days lost in 1964-65 a prolonged strike at Korea 
colliery accounted for 26,736. This strike arose out of the decision of the manage- 
ment to close down the working of the Korea quarry as there was no demand 
for the low grade coal in the quarry. The large figure of man-days lost in 1967-68 
is accounted for by the 42 days’ strike by headquarters’ employees (31,640) 
and another strike at Gidi ‘A’ colliery (91,584) which lasted for 31 days. In both 
cases, the strike were organised by the National Coal Organisation Employees 
Association (N.C.0.E.A.) 


7. As stated earlier, the N.C.D.C. has a total man-power of about 66,000 
workers and office employees. The above figure of man-days lost would indicate 
a long period of healthy industrial relations except for a short while in May—July 
1967 when certain difficulties arose at the headquarters and at Gidi‘A’ colliery 
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8. In regard to the mining labour, laws require that there should be ade- 
quate precautions taken against the accidents and necessary safety measures 
are introduced. The safety measures taken and the safety record of the organi- 
sation are important in determining the state of labour relations in the mines. 
In this respect too, the N.C.D.C. record compares favourably with that of the 
coal industry as a whole. 


9. In regard to the provisions of amenities like housing, medical facilities 
water supply, children’s education, the N.C.D.C. has taken several measures to 
assist their workers. In most places, there are well laid out housing colonics 
for workers and staff. Schools and hospitals have been established, recreation 
clubs and canteens are provided. There is free supply of coal and water for domes- 
tic use and no charges are made for electricity consumed by hghts and fans 
from the personnel whose pay and allowances are less than Rs. 400 per month. 
Even those whose emoluments exceed Rs. 400 per month, receive certain number 
of units of electricity free of charge. Generally, the N.C.D.C. has established its 
reputation in this respect as a progressive employer. There are some who consider 
that many of these amenities and welfare measures are, if any, unduly gener- 
ous, especially as the earnings of the Corporation are low. 


10. That the relations between dabour and management have been good 
at almost all the collieries and that even at the headquarters, these had been 
good and cordial at any rate till 1964 as borne out by the statements made to 
us not only by the Project Officers, A.G.Ms, and the management of the N.C.D.C., 
but also by the leaders of various Trade Unions. We heid discussions with — 
many trade union leaders at the headquarters as well asat the collieries. 
Typical of the comments made to us in this regard is the following extract from 
a note submitted to us by a trade union leader— 


“The N.C.D.C. being a public sector undertaking has the role of bringing 
social justice within the framework of socialistic pattern of society 
along with other public sector undertakings. It can also not be denied 
that in spite of being placed in-adyerse position of competing with 
dominating private sector in coal mining industry, it has to some 
extent come up to the standard of giving certain minimum basic 
necessities of life to its employees. Where an average 36 per cent 
workmen are having any type of accommodation in the coal mining 
industry, it cannot be denied that the N.C.D.C. has been able to 
provide proper type of acconwaodation to near about 62 to 70 per 
cent of its employees. *The efforts have been made to supply whole- 
some drinking water, electric connections, hospital facilities, good 
canteen ete. Being the public sector undertaking, it cannot con- 
sciously evade payment of workers’ dues under various Awards, 
Rules etc. The effort has also been made to bring about workers 
participation in management, though still on paper only, which shows 
that there is no limitation with the N.C.D.C. to give social justice 
to its employees if they like to do so.” 





* This does not mean that the remaining workers were not suitably housed. Many’ 
collieries employ local labour who have their own houses in nearby areas. We 
understood that there are no complaints of housing shortage at N.C.D.C. mines. 
Elsewhere, we have noticed that many quarters have remained unoccupied even 
in working mines, 
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11. Many other trade union leaders with different politicai affiliations 
have also expressed similar views. One of them in M.P. area said that while he 
had some coniplaints as to the ways in which the members of his own union 
did not receive consideration, he frankly admitted that for the coal mining 
workers, N.C.D.C. has introduced and maintained a very high standard as an 
employer as compared to many private sector collieries in the neighbouring 
areas. Even the National Coal Organisation Employees’ Association admits 
that till 1964 there was a considerable degree of understanding between the 
office staff and the officers holding managerial positions. 


12. The Project Officers and the Area General Managers have confirmed 
that the labour relations have on the whole been good. The main point made 
by them in regard to labour management is the state of indiscipline, which, in 
their view, is partly attributable to the ex'stence of the multiplicity of trade 
unions, In almost all collieries there is more than one trade union. The existence 
of more than one union, each seeking to establish itself as the spokesman 
of the workers, often comes in the way of maintaining discipline and healthy 
relations between labour and management. Workers not able to get their 
grievances resolved through one union, often seek the help of another union 
and the latter in order to show what it can do, takes up the case and asks the 
management to reopen it. The result) is that.often the same dispute is brought 
to the discussion table more than once. There are charges and counter-charges 

. of managerial officers favouring one particular union or the other. Sometimes, 
these difficulties arise not because of there being more than one union, but 
because certain persons become interested in securing the leadership of the trade 
union from the existing office bearers. These difficulties are not peculiar to the 
N.C.D.C. that multiplicity of unions is a factor impeding healthy industrial 
relations has been mentioned by several progressive employers at various tri- 
partite labour conferences, 


~ 13. One would have thought that the nomination of a single labour union 
as a bargaining agent at each unit would be acceptable to leaders of trade union 
movement, as an important step in promoting a healthy growth of the trade 
union institutions, A single union should be in a position of strength in its 
discussions with the management. On the part of the management the existence 
of a single union as a bargaining agent simplifies management problems in 
regard to industrial relationship: It leads to better understanding between the 
workers and the managerial staff. It will help the progressive employers to 
draw the workers closer into the managerial field of responsibilities. Thus a 
cooperative spirit can be built up which is necessary for promoting greater 
production and heaithy growth of an organisation. 


14. The existence of a single union does not mean that individual grievances 
and disputes relating to them cannot be raised by persons other than office 
bearers of the unions. In fact, such individual grievances and disputes relating 
to them could he ventilated not only by.the person concerned but on his behalf 
hy any of his colleagues. On the question of terms of service, working conditions 
and other matters, such as participation in management, however, it will 
facilitate matters if there is only a single spokesman of the workers. 
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15. This question of multiplicity of unions is now before the National 
Commission of Labour. It has been suggested to the Commission by many res- 
ponsible quarters that the principle of having a majority union as the single 
bargaining agent in various industrial units, should be given statutory recog- 
Dition. We fully support this suggestion. 


16. Another difficulty pointed out by the Project Officers in regard to 
labour relationship is that there is frequently a lack of discipline both at the 
collieries and in the offices of the N.C.D.C. The word ‘discipline’ may have differ- 
ent connotation with different persons. The Committee is inclined to believe 
that what is implied by discipline is that each employee carries out his allotted 
task.with due diligence. Discipline does not mean that the managers should 
have authority to order about their subordinates as they like. As long as the 
staff and the workers are properly organised and their duties defined, it is 
important that they carry out those duties with diligence and care and without 
hindering the legitimate functions of others. Only then the entire organisation 
can present itself as a disciplined unit. It is the spirit of mutual respect for each 
other’s duties that can bring about this state of discipline. Healthy industrial 
relationships cannot be promoted by autocratic methods of work by the 
managers, nor under threats of agitation. or other pressures from the workers 
and the staff. 


17. One frequent statement made to us by the labour unions is that the 
management has not been promyt in its decisions and that there have been 
several cases where decisions once taken have been altered or modified under 
pressure. According to many persons with whom we had discussions this lack 
of firmness and consistency is responsible for the lack of discipline. 


18. One other point which Project Officers have brought to our notice 
is the peculiar tradition of coal mining labour, with its manifold categories 
and divisions, each responsible for only a certain part of the work of coal 
extraction and removal to the surface. This tradition of one-man one-job, 
leads to partial under-employment of labour and lower productivity. With 
rising labour wages, it has become important to promote productivity which 
alone can be a reasonable basis for further progressive rise in wages and incomes. 
Tt is, therefore, necessary to overcome these traditions of under-employment 
as early as possible. We have consulted some leaders of mining labour on this 
problem and agree with them that before progress is brought about in this 
praca it is first essential to build up sound labour management rela- 

ons, 


19. As stated earlier, the labour management relations in the N.C.D.C. 
have been smooth upto 1964, Even since that year, the major difficulties have 
arisen mainly with the one union which has its following mainly in the head- 
quarters office and one or two collieries in the Karanpura area, Even this 
union, the N.C.O.E.A., in its voluminous memorandum to us has admitted 
that till 1964 the relationship between the management and the employees was 
cordial and cocperative. According to one view put to us, the difficulty since 
1964 with this union of staff employees at the headquarters had its origin in 
the measures of decentralisation of accounts and finance work which the 
N.C.D.0. undertook to make at about that time. About the same time, with 
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the less optimistic prospect of the market for N.C.D.C. coal, the Corporation 
took several measures for restricting development activities. Measures were 
taken to restrict further recruitment and promotion and in some cadres, for 
a reduction in staff. All these measures caused apprehension in the minds of 
the headquarters employees and the activities of the N.C.O.E.A. began to 
gain strength. This association complains that Shri Raja’s attitude towards 
the union and his methods of dealing with labour matters were unsatisfactory. 
According to the N.C.O.E.A. there was reluctance on the part of the manage- 
ment to discuss their grievarices with their representatives. Later, in Septem- 
ber, 1965, many points of dispute were discussed ard an agreement was made. 
The N.C.O.E.A. contends that the terms of this agreement have not been 
carried out by the management. On the other hand, according to the latest 
progress report made by the N.C.D.C. all the assurances given in this agreement 
have been complied with, with the exception of those which are now under 
adjudication by the Labour Tribunals. The N.C.O.E.A. contends that several 
attempts were made by the union to seek discussions with the Managing 
Director and senior officers of the Corporation, but the latter gave no suitable 
response. It was also at about this time that the post cf Chief Personnel 
Officer became vacant. No one has been appointed to it tillnow. The Deputy 
General Manager (Administration) who had till then been in charge of the 
labour management relations was also transferred sometime in 1965 and there 
was virtually a gap in the management for effective dealing with labour matters. 
It is the contention of the N.C.0.E.A. that the M.L. himself was indifferent to 
their demands. This feeling of dissatisfaction gathered strength and the 
N.C.O.E.A. then began to make several allegations of corruption, mismanage- 
ment etc. Many of the allegations made by the N.C.O.E.A. were derived from 
the various audit and inspection notes or other official documents to which 
members of this union had an easy access. The N.C.O.H.A. considered that it 
was their function to bring to light cases of mismanagement and corruption. 
According to the N.C.0.E.A., these allegations of corruption and the demand 
for enquiry into them, stiffened the attitude of the management officers. 1+ is 
obvious that the management regarded these demands as pressure tactics on 
the part of the union to increase its influence and to bring undue pressure on 
them to accept their demands. The relationship between the union sand the 
management which had already deteriorated became worse. In August 1966, 
Shri Raja, the then M.D., left N.C.D.C. and there was a gap of nearly four 
months after which Shri Nargundkar was appointed as Chairman and Managing 
Directcr. Shri Nargundkar could devote only part of his time to this work, as 
concurrently he continued to be the M.D. of the Sivgareni Collieries. The 
N.C.O.E.A. continued to ask for an enquiry into the various allegations of cor- 
ruption and mismanagemert. The N.C.O.E.A. also gave press publicity to 
some of these allegations, A charter of demands was framed and assistance was 
' invoked of some Membcrs of Parliament and other influential persons to presa 
the demands. The situation deteriorated very fast. There were gheraos and 
stoppage of work in May, 1967. Thereafter, over a period of about six weeks 
since the 14th June, 1967, the staff was on strike at a time, when on the manage- 
ment side, there was confusion in leadership at the headquarters. It was only 
after the new M.D. took charge in July, 1967 that negotiationg were resumed 
and the persons who went on strike rejoined their duties, 
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20. We have examined the charter of demands of N.C.O.E.A. As stated 
earlier, we have also gone through the details of the agreement which was 
signed with the N.C.O.E.A. in September 1965 and the progress report placed 
before us by the N.C.D.C. on its implementation. Many of the demands made 
in the charter of demands are matters which are not strictly within the purview 
of the labour unicn activities. The N.C.O.E.A. claims to represent all the workers 
and staff of the N.C.D.C. This claim is not sustainable, insofar as with 
one or two exceptions, a large majority of labour at almest all collieries are 
members of other unions. The management, therefore, was in order in refusing 
to discuss matters relating to the colliery labour with the N.C.O.E.A, There 
are a number of other demands however, which should have been discussed. 
fully between the management and the union and firm decisions taken and im- 
plemented. The way in which the decision making was allowed to get delayed 
caus2d increasing dissatisfaction and led to greater difficulties for the Cor- 
poration. 


21. In retrospect, it is clear that the absence of a Chief Personnel Officer at 
the headquarters over a prolonged period provides an important reason why 
the labour situation at Ranchi headquarters went out of control. The indiffe- 
rence of the management towards the-growing strength of the N.C.O.E.A. 
during these two years provides another reason. Thirdly, there was the gap 
in the top management and lack of continuity in policies. There has been no 
senior officer in charge of administration now for nearly three years. There 
were delays in posting a successor to Shri Raja in the post of Managing Direc- 
tor and the appointment of a Managing Director who could devote only part 
of his time to his work, was a highly unsatisfactory measure. Ip the crucial 
months of May-July 1967, there was no Managing Director in charge and no 
one with requisite powers to deal with labour matters. There was thus virtually 
a crisis in management. We have already referred to this aspect of the organi- 
sation iv our First Report and suggested how eontinuity should be maintained 
in tup management. The way in which these labour matters were handled at 
the headquarters during 1965 to 1967, should also indicate the need to ensure 
that the grievances of staff and labour are taken up promptly for making 
firm and unambiguous decisions which should also bé implemented equally 
firmly and promptly. We have brought out:in our First Report the need to 
appoint a Chief Personnel Officer without delay and we have also suggested the 
way in which the top management should be reconstituted with a view to 
providing for continuity of policies. 


22. One other point that emerges from the labour management relation- 
ship as it developed since 1965, is the need for the N.C.D.C. management at 
various levels to keep itself in close touch with the local officials of the State 
Government especially those dealing with public opinion and with matters of 
law and order. Throughout the N.C.O.E.A. strike in May-July 1967 it is 
believed that public opinion at Ranchi and elswhere in Bihar State was mostly 
in favour cf the labour union. It would appear that the N.C.D.C’s own point 
of view on the various issues involved was not adequately and effectively 
presented either to the local officials or to the public in time. The Project 
officials replying to our questionnaire have pointed out that frequently they 
do not receive adequate assistance from the local law and order authorities in 
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labour matters. This apathy cannot be got over merely by bringing it to the 
notice of the State Governments. It is for the N.C.D.C. officials concerned to 
promote adequate public relations with the local officials and with the local 
public opinion. 


23. We wish to comment on one other matter relating to this unfortunate 
episode. The N.C.O.E.A. claims that it has the right to agitate about the cases 
of alleged corruption and mismanagement in the Corporation. We consider 
that it is not in the interest of sound labour management relations if trade 
unichs, as unions, resort to agitations, press propaganda, or other means of 
bringing pressure on the authorities in regard to matters of alleged corruption 
and mismanagement. We doubt if such an acitivity can be a legitimate part of 
the trade union movement. The executive officers of the Corporation have 
from time to time to take several executive decisions. In doing so they have 
necessarily to take a view of the situations which arise in their day-to-day 
work and 'to exercise their discretion in deciding on a course of action. If they 
are inade to feel that they are constantly watched by their own subordinates, 
more especially persons having access to confidential papers, there would be a 
tendency not te take any decision and to shirk responsibilities. This state of 
indecision or shirking of respensibilities-could cause greater damage to the 
interest of the Corporation. The well-being and the prospects of the workers and 
the staff are closely linked with those of the Corporation and, therefore, any 
step which would introduce a state of demoralisation amongst the exeoutives 
cannot be in the ir terest of the workers and tho staff themselves. We, therefore, 
consider that the labour unions should not undertake as part of their union 
activities, ayitations and demonstrations relating to the acta of the alleged 
corruption, and mismanagement. 


24, It is not: our ihtention that the erring and corrupt officers should be 
shielded from being proceeded against. Investigation into cages of corruption or 
mismanagement is, however, the task of the management and it is important that 
effective measures are taken by management to ensure that such cases when- 
ever discovered or investigated acd where they are found to be true, they ate 
dealt with in a deterrent manner. 


25, What is necessary for this purpose is not that the labour union should 
become the source of information or enter on agitational practices in that be- 
half, but the Corporation should itself have an active vigilance department to 
deal with such cases as they arise, promptly and effectively. 


CHAPTER XXIII 


OVER REPORTING OF COAL RAISINGS AND FIRES 
A. Over reporting of stocks— 
In an earlier chapter we have stated that in the effort to show that the 
NCDC had achieved the Second Plan target, over-reporting of coal raisings was 


resorted to in some places. We have examined ‘our cases which were brought 
to our notice, Three of them relate to this period and the fourth to 1963-64. 


2. At Kathara Colliery, where the coal raisings were being calculated on 
the basis of the number of dumper trips, the capacity of each dumper trip 
which was being taken as 9-14 tonnes earlier was reckoned as 11-5 tonnes from 
24th January 1961. No reasons are recorded for this revision and none have been 
brought to our notice; it is our belief that this was one of the measures adopted 
to show inflated production and prove that the project had attained the rated 
capacity. On this basis, the closing stock as on 31st March, 1961 was reported 
as 2,02,831-9 tonnes valued at about Rs, 39-94 lakhs. From May, 1961, the 
dumper capacity was again reckoned as 9-5 tonnes. 


3. In June, 1961, the Financial Controller decided, with the approval of the 
M.D. that the coal stocks in 12 collieries of which Kathara was one, should be 
measured by surveyors. In Kathara, the survey showed the quantity at the 
beginning of June, 1961 to be 1,02,881-7 tonnes. Working backwards from this 
figure, it was computed that the pithead stock on 31st March 1961 would have 
been only 1,22,709-5 tonnes i.e. about 80,000 tonnes less than what was 
reported. The lower figure of 1,22,709-5 tonnes was the one adopted for the 
Profit and Loss account of the Corporation. The Planning Section of the Head 
Office also deputed a surveyor to measure the stocks at Kathara Colliery 
towards the end of May, 1961. His finding more or less agreed with that of the 
colliery surveyor. After seeing the measurement report, the M.D. had called 
for a report from the Dy. C.M.E. (Bokaro & Kargali) but we could not get the 
further correspondence, if any, that took place. The excess appears to have 
been adjusted in subsequent months by showing coal despatched from raisings 
as having been despatched from stock. We have not examined the financial and 
cost records of the colliery to ascertain whether similar manipulations had 
been made in these records as well. The matter should be investigated further 
by the Corporation. , 


4. These facts have been collected from available papers. No papers are 
available to show what explanations, if any, the local officers had provided 
and what action was taken thereon. If, as appears to be the case, this was a 
deliberate attempt to manipulate production records, serious notice should 
have been taken of it and the persons responsible for it suitably dealt with, 


5. At Kurasia colliery, the local officers certified the closing stock on 31st 
March, 1961 as 1,36,027-758 tonnes. This included 39,831-294 tonnes of solid 
coal which had been exposed but not yet raised. The Head Office did not agree 
to the inclysion of this quantity in the accounts. 
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6. Another case of over-reporting came from Korea colliery. The certi- 
ficate of closing stock of coal on 31st March, 1961 received from the Manager, 
Korea colliery showed a figure of 74,790 tons comprised of— 


2,689-62 tons from the incline; 
4,788-63 tons removed from the quarry and lying on the surface; and 
67,311-74 tons exposed and blasted coal lying in the quarry. 


The Accounts Department allowed the first two items and 1/6th of the total 
quarry coal (i.e. 1/6th of 72,C00 tons viz. 12,000 tons) for the third item. The 
basis on which 1/6th was allowed to be counted has not been explained. The 
closing stock was thus computed by them as 19,478 tons. During 1961-62, there 
was no raising from the quarry as the railway siding was not ready. The raisings 
from the incline were 25,249-44 tons. Since the despatches during that year 
amounted to 23,962 tons, the closing stock on 31st March, 1962 should have 
been 20,765-44 tons. The actual stock was found on measurement to be only 
11,124 tons revealing a shortage of 9,641 tons. The production from the quarry 
was resumed in 1962-63. During 1962-63 and 1963-64, 153,356 tonnes and 
69,984 tonnes respectively, were produced. These quantities less despatches 
have been accounted for in the closing stocks of those years. The following 
points arise from the above data— 


(t) There was a discrepancy of 9,641 tons in the closing stock on 31st 
March, 1962. 


(ti) No coal was raised and despatched from the quarry in 1961-62, even 
though according to the colliery manager’s certificate, more than 
67,000 tons of blasted. coal was lying in it. 


(ii) The quantity of blasted coal was not accounted for in the closing 
stocks of 1961-62 nor was it adjusted in the subsequent years. 


(tv) It is not clear as to why even one-sixth of this quantity blasted 
was taken to have been raised. 


7. A fire took place in South Balanda Colliery in April, 1964. The com- 
mittee which enquired into it came to the conclusion that during the period 
April to Auzust, 1963, the groundstock had been over-reported in the’ books 
and that in the subsequent five months, there was deliberate under-reporting 
for the sake of adjustment. During this latter period, the colliery did not have 
enough orders to clear the made up stock and the freshly raised coal so that there 
was heavy accumulation which went into the process of spontaneous heating. 
The Committee expressed the opinion thatif the Managing Director wanted to 
pin down the responsibility on the persons who measured the ground stock and 
reported it, it would need further probing. No such probe appears to have been 
undertaken. 


8. We have cited these examples of over-reporting to illustrate the point 
which we have made in the earlier chapter how in certain circumstances, the 
field officers may feel tempted to boost up their performance by giving exag- 
gerated figures of production. While the book figures were straightened out by 
adjustment in subsequent months in Kathara Colliery, it is not clear if such 
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adjustment was carried out in the other cases. Manipulation of production re- 
cords is a serious matter and. persons responsible for it should have been suitably 
dealt with. Even now, it may be worthwhile reopening these two cases at ~ 
Kathara and South Balanda, where apparently first there was over-reporting 
and later under-reporting. Moreover, in order to prevent recurrence of such 
misreportings, we recommend that the Project Officers should have strict 
instructions to ensure the correct reporting of stocks, and to record reasons 
whenever there is any change in the basis of reporting as, for example when 
changes are made in the quantity moved per dumper trip. Besides, stock re- 
portings should be only on the basis of measurement by a surveyor and for the 
purpose of verifying the stock reported at the end of the year, the Head Office 
should have a team of surveyors to visit all the collieries in turn for physical 
verification of large stocks, 


Fires— 


9. Fires due to spontaneous heating can occur when a large quantity 
of coal is stock. piled at one place or when abandoned goaves are not pro- 
perly sealed. It.is well-known in the coal industry that such accumulation should 
be avoided but where it has become unavoidable, all precautions have to be 
taken against the outbreak of fire due to spontaneous heating. We have come 
across a few cases of serious fires in N.C.D.C. collieries, the experience of which 
proves the hazards of coal raising without arrangements for the movement of 
coal, the need to avoid building up pithead stocks and the importance of taking 
all possible precautions against fire in each and every case. 


10. First, there was the fire at Kurasia Colliery in May, 1961 which resulted 
in the closure of the mine till June, 1962, The expenditure on control of fire 
amounted to about Rs. 46-89 lakhs and the sealing of the mine for about a year 
meant a loss of profit of some Rs. 40 or 50 lakhs. The N.C.D.C. appointed a 
Committee consisting of Sarvashri §. K. Nargundkar, General Manager, 
Singareni Collieries Co., K.N. Sinha, Director, Central Mining Research Station 
and R.N. Singh, Director of Production, N.C.D.C. on 30th June, 1961 to enquire 
into the fire. According to their report, the fire originated in the toe of the 
heap of old stock of coal from No. II seam which had entered the mouth of the 
one of the galleries. When Shri R.N. Singh who was Director of Production of 
the N.C.D.C. and was one of the Members of the Committee met us in Septem- 
ber, 1967, he expressed some doubts as to whether the origin of the fire had 
been correctly found by the Committee. He now attributes the fire to the large 
quantity of blasted coal which had not been lifted. That Committee, which visited 
the mine on 31st July, 1961 after all the openings had been sealed, based its 
conclusions on the evidence placed before it by the local officials of the colliery. 
Its report does not indicate whether the Committee examined the Inspector of 
Mines who inspected the mine before the mine was closed or the Rescue 
Station Superintendent who was with the Rescue Team which explored the 
workings, before sealing, or the Inspecting Officer of the Coal Board who ins- 
pected it soon after the fire. On a reference made to the Director General of 
Mines Safety we have been told that, according to their records, the Kurasia 
fire originated in the heaps of fallen coal in the below ground workings of 
Noa. TIT seam due to spontaneous heat. The Committee has made no attempt 
to fix responsibility for negligence, if any, for this fire, 


1]. We have made enquiries from the present Dy. G.M. (T) of N.C.D.C. 
who was incharge of reopening operations in 1962 regarding the site of the fire 
and have been informed that during the course of underground inspection of the 
underground area of No. III seam a lot of fallen coal and deposition of thick 
coating of smoke and bituminous matter was found on the pillars in the galleries 
indicating that the fallen coal in the galleries developed spontaneous heating. 
According to him this mainly confirmed the observations of the team of Inspec- 
ting Officers who tried to inspect the underground workings during May-June, 
1961 and who were affected by the obnoxious gases coming out of the mine. In 
his opinion regular inspection of these collieries, if done, could have shown the 
signs of heating in the fallen coal well in time and necessary action could have 
been taken if any heating had been indicated. 


12, None of the Departments concerned as also the N.C.D.C. seem to have 
issued instructions or any information circulars to other mines so as to prevent 
such fires in future. 

18. We have earlier in this chapter mentioned that the committee which 
enquired into the South Balinda fire found out that the stocks had been mis- 
reported. In order to cover up earlier over-reporting, the colliery is stated to 
have resorted to under-reporting of production, but since the orders did not 
materialise as expected, there was huge accumulation of stock which resulted in 
spontaneous combustion. 


14. In Saunda colliery an old fire from the sealed off goaf area burned 
through the pillers between sealed stoppings on 14th March 1967 affecting the 
workings in two seams. Production to the extent of about 6,500 tonnes per 
month was affe-ted. About 2 lakhs tonnes of extractable coal and machinery 
with a written down value of Rs. 3.lakhs have been trapped inside the fire 
area. ‘he seam has remained closed for over a year. We enquired from the 
N.C.D.C. about the analysis of the atmosphere in the sealed off area, According 
to information furnished to us, in the six months preceding March, 1967 when 
the fire broke out, analysis was carried out on 23rd September 1966, 13th Octo- 
ber, 1966, Ist December 1966 and 27th January 1967 and even these samples 
were not fully analysed. No pressure survey was conducted but a quantitative 
ventilation survey was carried out on 10th March, 1967. After the fire, we find 
that detailed analysis of atmosphere has been conducted almost daily. We are 
constrained to observe that if such detailed analysis at frequent intervals had 
been carried out earlier also, the spread of the fire could probably have been 
detected and arrested in time. 


15, The Committee on Public Undertakings has observed in its report on 
N.C.D.C. (Paras 279 to 282 of its Tenth Report) about the Talcher fire of Sep- 
tember, 1963 and stressed the need to have regular enquiry into every 
case of fire and to submit the report of the investigation to the Board of Direc- 
tors anc the Government. The sealed area still remains closed. No attempt seems 


to have been made to reopen it. 
16. We suggest that in respect of fires, the following measures, amongst 
others should be taken:— 
(2) Stockpiling of coal should be avoided as far as possible, but where 
this becomes unavoidable, precautions such as minimising the 
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height of the heaps, isolating them by cutting trenches etc. should 
be observed, Arrangements should be made for sprinkling of water 


and taking of temperature readings. 


(ti) Wherever there are areas sealed off due to fires, regular analysis of 
atmosphere and pressure surveys should be conducted and the 
results perused carefully. 

(a) A regular enquiry should be instituted in every case of fire. If it is 
a major fire like the one at Kurasia, one or more experts from out- 
side the N.C.D.C. should be on the enquiry committee. The terms 
of reference of the committee should be comprehensive and in 
particular, it should be asked to find out as to how the fire arose 
and whether all possible precautions were taken. Suitable notice 
should be taken of any negligence in the matter. 


(tv) The report of the enquiry should be considered by the Board and if 
necessary by the Government and the loss should be written off 
under the orders of the competent euthority. At present, there does 
not seem to be any systematic procedure established for reporting 
such losses to the Board and for obtaining its orders in regard to the 
write-off of losses. 


ANNEXURE TO CHAPTER XXII 


Extracts from the report of the Inspecting Officer of the Coal Board who inspected 
the Kurasia mine on 4th June, 1961. 


“Adjacent to the key cut there is coal which has been loosened by blasting 
but has not been lifted or raised. It has been estimated that the loose heap 
contains about 60,000 metric tonnes of coal; this high heap of loose, broken 
and unsized coal occupied a large space and was in contact with solid pillars 
and galleries in the III seam.................005 The Colliery Manager 
stated that the smoke was first observed at the junction of the loose and the 
BONG COB sien o5c4 2 opine te beavers 


I feel that there are sufficient reasons to institute a thread-bare enquiry to 
determine the exact cause of this unusual fire so that recurrence of fires and 
heating in similar developing mines and quarries can be prevented ........ 
The seams are undoubtedly liable to spontaneous heating. In my opinion, 
underground collieries and pillars below the mechanised quarry over-burden 
benches may contain the seat of fire...1........ Had there been precise ar- 
rangements at the Kurasia colliery for regular and routine analysis of air 
samples, the fire may have been detected at its earliest stage..... The under- 
ground mine of the Kurasia colliery was laid out in the modern and efficiert 
way and in the panel system. But there were no preparatory stoppings in any 
panel. Had it been so the fire could have been tackled ina much better and 
quicker way.” 
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CHAPTER XXIV 


COMPLAINTS OF MALPRACTICES AND FINANCIAL 
IRREGULARITIES 


In the first paragraph of our terms of reference which narrated the problems 
requiring to be looked into, it was stated that ‘the alleged malpractices and 
financial irregularities need also looking into.’ The third paragraph of our terms 
of reference which sets out the task of the Committee requires us to identify 
and assess deficiencies and ascertain the causes therefor in respect of 
each of the matters referred to in the first paragraph. The Committee was also 
required to suggest remedial actions and improvements to be made in the policies 
and organisational set-up with a view to bringing about an improvement in the 
performance of the Corporation. 


2. At our first meeting, we discussed there terms of reference and define 
the scope of our work. We considered that our primary task was to review the 
performance of the Corporation especially in regard to policies, procedures and 
organisational matters and to suggest measures for improvements. We consider- 
ed that looking into the cases of alleged malpractices and financial irregularities 
was only a secondary matter. Looking to the time originally given to the Com- 
mittee for making its Report—which was eventually found to be grossly insuffi- 
cient even for our primary task—-we came to the conclusions that we would not 
be able to study complaints of malpractices and irregularities in depth and/or 
to reach any conclusion thereon so as to fix any individual responsibilities in 
regard to them. We apprised the Department of Mines and Metals of this view 
of the scope of our work and we refrained from issuing any notice either to 
officials or non-officials interested in the work of the N.C.D.C., inviting com- 
plaints or specific instances of alleged malpractices and irregularities. 


3. Indeed if the intention was that we should study such cases in depth and. 
undertake fixing of individual responsibilities, a general enquiry of the type 
merely requiring us to ‘look into elleged malpractices and financial irregularities’ 
is hardly an effective way to carry out that intention. A proper enquiry into such 
cases has to be preceded by fuller investigat on into errors of commission or 
omission which give rise to the suspicious of m .lpractices or irregularities. These 
specific actions have to be closely identified and precisely defined, evidence in 
their support collected by some agency (departmental or police) and presented 
to the Committee of Enquiry. Persons implicated by such evidence have to be 
given reasonable opportunities to explain their parts as to the particular allega- 
tions. It is only then that the Committee can fairly draw its conclusions and 
express its findings. The Committee cannot in fairness to itself untertake to 
collect the evidence and then proceed to adjudicate on it. 


4. Our views as to the scope of our work also found support in the subse- 
quent correspondence that we had with the Department of Mines and Metals 
in June, 1968. By then, the Committee on Public Undertakings of the Parlia- 
ment had submitted its 10th Report for the Fourth Lok Sabha. The Report was 
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based on the Audit Report (Commercial) of 1967 on the accounts of the N.O.D.C. 
In the concluding part of its Report, the Committee had asked the Government 
to set up a high powered committee to go into the affairs of the N.C.D.C. in detail. 
The Department of Mines and Metals informed us that the matter referred to 
in the Report of the Public Undertakings Committee be also looked into by 
us. It may be stated that the Committee on Public Undertakings had specifi- 
cally asked that the high powered committee should probe into the affairs of the 
N.C.D.C. in detail and ‘the persons responsible for this sad state of affairs should 
be brought to book.’ We sought clarification from the Department of Mines 
and Metals as to the intention of the Central Government . in remitting this 
Report to us. We had, in particular, pointed out that it was not. appropriate 
for us to reassess the matters on which the committee on Public Undertakings 
had already reached certain conclusions. We had also pointed out that we were 
not equipped to undertake any enquiries with a view ‘to bringing individuals 
to book’. After further correspondence and consultations with the Ministry, it 
was made clear that our Committee was not required to look into those matters 
on which the Committee on Public Undertakings had already expressed their 
conclusions nor were we required to undertake any enquiry with a view to fixing 
individual responsibilities. All that the Department required us to do was to 
adhere to our earlier terms of referenee-and in doing so, take into account the 
comments made by the Committee on Public Undertakings. In particular, it 
was agreed that our Committee was required merely to point out such cases of 
omission or commission as we may have come across in the course of our studies 
without attempting to fix any individual responsibilities. It was not expected 
of us to study these cases in greater depth. 


5. This has been our approach in our work. In other Chapters, we have 
pointed out a number of instances in- which decisions taken are of question- 
able soundness. We have referred to the decision taken early in 1961 to go all out 
for increased production irrespective of the transport facilities and accumu- 
lated large pit-head stocks, We have referred to the large civil works programme 
sanctioned towards the end of 1963, even though it was by then clear that ordi- 
nary caution required that such programmes be slowed down. We have also 
referred to the purchases made of plant and machinery which have not been of any 
service to the N.C.D.C. The case of large investment made in the establishing 
of washery at Gidi for non-coking coal has also been referred to elsewhere in 
great detail. In regard to sales, we have pointed out how over a long period of 
five to six years no adequate action was taken for the recovery of large amount 
of overdues from certain middlemen; on the contrary there was continued 
business with the parties. Indeed, we got an impression that there has-not been 
an adequate appreciation of the seriousness of the matter of a private party who 
having received the payment for coal, defaults and delays, its payment to the 
N.C.D.C. even at the end of a liberal credit period allowed to it andin the mean- 
time uses of the fund for its private investment. The fact that even now there 
has not been adequate and effective steps taken, shows that there has beena 
failure either to understand the seriousness of this problem or to find remedies 
therefor. All along, the attitude of the authorities at various levels has been a 
negat.ve one on the plea that, if any action was taken, it might affect the sales, 
A commercial organisation like N.C.D.C, has to find positive solutions to the 
problems that arise and not plead helplessness in such a manner. Apart from 

M/P(D)248MofSM&M—18 


254 


these major instances of questionable decisions, we have also referred to a few 
other items indicating inefficiency and mis-management in relatively smaller 
matters. 

6. While we did not invite any specific complaints as to the alleged mal- 
practices and financial irregularities, we received a number of such complaints 
from several sources. There was a set of instances given to us by Shri R.N. 
Singh former Director of Production of the N.C.D.C. whose services were termi- 
nated by the Corporation in 1965. His complaints related to the cases of over- 
reporting of stocks by certain officers. We have referred to these instances in 
another Chapter. One other case he mentioned was that of alleged favouritism in 
promoting a junior officer. On enquiry, we found that no favouritism was 
involved in this case. 

7. Besides this, the Committee also received a detailed statement from a 
Member of Parliament covering various aspects of labour relations in the N.C. 
D.C. , the circumstances leading to the strike of the office employees at Ranchi 
in 1967 and also referring to a number of allegations of malpractices. The Na- 
tional Coal Organisation Employees’ Association too had submitted a detailed 
and voluminous memorandum containing cases of alleged mis-management and 
corruption in the Corporation. There was a great deal of similarity and over- 
lapping between the contents of the statement made by the member of Parlia- 
ment and the cases of alleged malpractices reported in the memorandum of the 
N.C.0.E.A. 

8. It has to be observed that by and large, many of these allegations were 
merely a re-production of deficiencies pointed out by various inspecting bodies 
such as Internal Audit of the Corporation, Commercial Audit, etc. A number of 
these cases have already been examined in detail by the management of the 
Corporation and the explanations furnished by them to the Commercial Audit 
have been accepted and the cases have been closed. Some of these allegations 
already made in detail by the Director of Commercial Audit, have been examined 
bythe Committee on Public Undertakings of the Parliament which had reach- 
ed certain conclusions in its Tenth Report (The detailed findings of this Commit- 
tee are separately available to the Government for necessary action). Some 
allegations made in these two statements are already under detailed examina- 
tion of the special Police Establishment. It was, therefore, not necessary for us 
to examine all these matters in detail, especially as they had been the subject 
matter of scrutiny by several independent authorities. Little was to be gained 
by making a further scrutiny. However, we selected from this material a cer- 
tain number of cases of different nature for a detailed examination and the 
study of the relevant files of the Corporation. In all about 25 typical cases. of 
varied nature were taken for study. On a few of these, no progress could be 
made as the necessary papers were not forthcoming fromthe Corporation in 
time. A brief note on each of these cases is attached as Annexure to this Chap- 
ter. 

9. Judging from the number and varied nature of the complaints, it has to 
be concluded that there is no proper agency in the Corporation to look into the 
allegations of malpractice and corruption in time. The efficiency of the Corpo- 
ration in this respect has to be judged from the speed with which it handles 
such complaints when made to the management and the promptness with 
which disciplinary action is taken against erring personnel. Vigilance action, to 
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be effective, has to be prompt and firm. Delay in investigations and enquiries is 
neither fair to the persons against whom the allegations are made nor does it 
add to the reputation of the Corporation. For the efficiency of the management, 
it is as important to protect the innocent from undue harassment as to punish 
the guilty as promptly as possible. 

10. At present, the N.C.D.C. has no proper arrangements for silanes ac- 
tivities and for prompt disposal of complaints as and when received. There has 
not been a full-time Vigilance Officer who could devote attention to this work. 
The Legal Adviser functions as Vigilence Officer in addition to his duties as 
adviser with the result that vigilance, acquires a secondary place in his work, In 
the course of its enquiry, the Committee was shown by a non-official witness a 
photostat copy of a confidential letter from the Special Police Establishment to 
the Vigilance Officer. On enquiry, we found that the letter had not reached the 
Vigilance Officer although it had been duly despatched by registered post by the 
Special Police Establishment in Patna. The Committee has already requested 
the Managing Director to investigate this leakage and take necessary action. 
However, this is an illustration of the weak structure of vigilance in the N.C. 
D.C. 

11. It is needless to emphasise that a Corporation of the size of the N.C. 
D.C. having to deal with contractors, sales etc. should have a proper vigilance 
system in the headquarters as well asin the fields. There should be a full-time 
Vigilance Officer of sufficiently high status who will be able to deal with Vigi- 
lance and other cases of complaints promptly. The officer should work in close 
touch with and under the direct control of the Managing Director and he should 
. have adequate staff to assist him in vigilance work. There should be correspond- 
ing Vigilance Officers of appropriate levels, in the areas and in various units 
of the Corporation. 

12. Secondly, it is important that the Vigilance activities are not confined 
to the investigations and complaints as they arise. There are certain sensitive 
areas in which decisions of the officers are liable to lead to complaints of mal- 
practices and irregularities. These refer to placing of contracts and accepting of 
contractor’s rates, maintenance of muster-roll, sales and purchases etc. In these 
sensitive areas, there should be periodical inspections by officers of technical de- 
partments of the areas and of Internal Audit Department. The inspections 
should include a random check of related cases specially to ascertain that the 
discretions have been correctly exercised and the procedures followed have 
been such as to leave no cause for suspicion or complaint. In specific cases, 
such as those of proper maintenance of muster-roll, a system of surprise checks, 
could also ensure that no irregularities are committed. The reports made - by 
these inspecting officers as well as those made by the Internal Audit should be 
available for study to the Vigilance Officer. Cases. giving rise to any suspicion 
should be taken up for investigation without further delay. Where such inves- 
tigation establishes a prima facie case of corruption or malpractice, there should 
be no hesitation or delay on the part of the management to take departmental 
action so as to serve as an examiple to others. Where necessary, an enquiry 
Committee may be set up so as to deal with the matter more expeditiously and 
. In greater detail. Where, however, the allegations are found to be false or mali- 
cious, suitable action should also be taken against the complainants so that 
honest officers are not allowed to suffer harassment by such complaints. 
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ANNEXURE TO CHAPTER XXIV 


A brief description of the cases looked into and the findings of the Com- 
mittee are given below:— 

Purchase of Diesel Generating Sets— 

1. The allegation is that N.C.D.C. purchased a number of diesel generating 
sets at.acost of about Rs. 1-60 lakhs each in 1962, which are still lying idle in 
Central Stores, Barkakana. An inquiry has revealed that owing to unrealistic 
targets of production fixed for N.C.D.C. in the Third Plan, diesel generating sets 
were purchased much in excess of the needs of the Corporation and have been 
utilised only to a very limited extent. From the experience gathered during the 
Second Plan, with a view to cut out all avoidable delays in the implementation of 
the projects, it was considered desirable that certain standard equipm: nts should 
be available in stock for issue for immediate use as soon as the projects 
were taken up for implementation. The lists prepared were scrutinised by 
a Technical Committee which agreed inter alia to the purchase of 12 
diesel generating sets. The matter was placed before the Board of Direc- 
tors and approved by them. In all, N.C.D.C. actually purchased 11 sets 
including two purchased earlier. Early in the year 1965, owing to conti- 
nued sluggishness in the demand foreoal; a review of the requirements 
was made by a Survey Committee of the Corporation which drew up 
a list of surplus sets for disposal, There was full realisation on the sets 
sold and out of the 5 sets awaiting disposal, two were on loan to the Madhya 
Pradesh Electricity Board till March, 1967. These have not been removed 
and N.C.D.C. is incurring ground rent. No action has yet been taken for their 
removal or disposal. It has to be stated thatthis is one of numerous instances 
of bulk purchase made by the N.C.D.C. so as te keep in readiness for achieving 
the Third Plan target fixed for it. Action taken for disposal has been tardy. 

Excess Payment to the Bihar State Electricity Board to the extent of 
Rs, 7-35 lakhs— 

2. It has been alleged that for the period from 1-12-1959 to 31-3-1963, 
excess payment to the extent of Rs. 7-35 lakhs has beem made to the Bihar 
State Electricity Board in respect of supply of power to Kargali Colliery. An 
inquiry has revealed that on 1-12-1959, the N.C.D.C. had entered into an agree- 
ment with the Bihar State Electricity Board for supply of power to the extent 
of 9,000 KVA (contract demand) at 3-3 k. Volts. However, due to failure of B.S. 
E.B. to supply power at single point as per agreement, N.C.D.C. arranged to 
receive portion of power supply at 11 KV involving additional expenditure 
for itself in switchgear and transformers. This continued till 17-1-64, but B.S. 
E.B. intimated its readiness to supply power at single pomt from November, 
1960; on the other hand, N.C.D.C. having made arrangements to receive power 
at two points found it impossible to change over the transmission system from 
11 K.V. to 3-3 K.V. Further, from October 1961, N.C.D.C. made arrangements 
to receive power at single point, but B.S.E.B. in the meanwhile diverted their 
transformers to other consumers thus forcing N.C.D.C. to take at two points 
till January, 1964. In view of the supply of power at two points, the Electricity 
Board charged N.C.D.C. separately for these supplies mstead of bulking the 
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consumption and sending consolidated charges, thus, resulting in excess pay- 
ments due to higher slab tariffs. N.C.D.C. made these payments under 
protest. After a series of discussions and exchange of views between the N.C. 
D.C. and the Board, it was finally agreed to allow a refund of Rs. 4-86 lakhs 
to the N.C.D.C. giving the benefit of lower slab tariffs treating the pointa of — 
supply as one for the periods when N.C.D.C. was prepared to receive pownr 
at single point but B.S.E.B. was not in a position to comply. Accordingly, 
N.C.D.C. has preferred its claim which is still under the consideration of the 
Board. While the Corporation had taken necessary steps to claim refund, 
itis not known why it did not insist on bulking supplies for payment of charges 
at the time when B.S.E.B. requested it to agree to two points of supply, which 
had involved additional capital expenditure for it. 


Loss of Rs. 6-6 lakhs in Korba for rehandling of coal— 

3. Ithas been stated before the Committee that there was a loss of Rs. 6-6 
lakhs in 1964-65 onac count of rehandling charges of coal of Korba Pilot Quarry. 
In the Inspection Report of the Residert Audit Officer, Ranchi, it was noticed 
that between August, 1964 and November, 1965, 4°22 lakhs tonnes of pilot quarry 
coal were loaded manually and 5:98 lakhs tonnes by mechanical means since the 
installation of coal handling plant. The average cost of breaking, stacking and 
loading per tonne of coal loaded actually was Rs. 2 as against the cost of Rs. 0:42 
if these were done mechanically. Thus, caloulating at the rate of excess ex- 
penditure of Rs. 1-58 per tonne, the project incurred according to the Ins- 
pection Report, an infructuous expenditure of Rs, 8-67 lakhs by resorting to 
manual loading. This contention of the Audit has not been accepted by the 
N.C.D.C., acccrding to whom the wagon supply by the Railways for Ghordewa 
Incline of Korba was irregular and that some amount of rehandling was in- 
evitable in the absence of bunkering arrangements which wcald have been 
very costly especially for a pilot mine. Inthe case of Korba, the mechanical 
Icading comes to about 41% and-mapual loading 59%. The manual loading 
to the extent of 59°, appears to be on the highside. However, it is understood 
from the papers of N.C.D.C. that the matter is still under correspondence 
between the A.G.M., Korba, Internal Audit and Commercial Audit. No 
dcubt, the matter will be fully gone into before reaching any conclusions. 

Allegation of favouritism in promotions— 

4, While referring to certain glaring instances of favourite promotions made 
in N.C.D.C., it hag been alleged that an officer got two promotions within a 
period of 24 months from the post of executive Engineer (Civil) as Senior Execu- 
tive Engineer (Civil) and then as Superintending Engineer. The.case has been 
looked into in detail and the Committee is of the view that the promotions made 
were in order, and the rules were correctly followed. Another instance of favou- 
rite promotion referred to was the case of a Stenographer, who was drawing a 
scale of Rs. 325—575 in Rourkela, and who was brought to N.C.D.C. in the 
scale of pay of Rs. 700—1259, as Secretary to Managing Director and was 
confirmed in the post within three months. This case has also been exa- 
mined in detail. The Committee feels that the Managing Director should have 
liberty to select person of his choice for the post of Secretary to M.D- 
so that he has on his staff a person in whom he has confidence to man this 
post, if necessary even by offering a scale which would be attractive enough and 
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thus this appointment cannot be objected to but what was wrong in this case 
was that the officer was made permanent. It would have been appropriate 
if his appointment was made co-terminous with that of the Managing Director. 
Further, the procedure adopted in appointing this officer and making him’ 
permanent was open to criticism. 

Failure to recover demurrage from Contractors— 


5. It has been pointed out that in collieries where loading is done through 
contractors fully or partially, N.C.D.C. failed to recover all the demurrage 
charges from the contractors. This allegation is based on the report of the 
Director of Commercial Audit, which has been looked into by the Public 
Undertakings Committee. In regard to Kargali-Bokaro Group of Collieries, 
it has been stated by the Corporation that despatches from Kargali, Bokaro 
and Chalkari are only made to Kargali Washery during the last five years and 
as such no demurrage is incurred. Regarding Jarangdih, despatches are made 
to the washery from January, 1965. As regards Kathara and Swang Oollieries, 
demurrage has been apportioned between N.C.D.C. Administration and Con- 
tractor for the years 1964-65 te 1967-68 in respect of the bills received from the 
Railways. The Committee hopes that N.C.D.C. would take necessary action on 
the lines of the observations of the P.U.C. 


Under-loading in Bachra Colhiery— 


6. It has been alleged that in cases of under-loading, no responsibility for 
the lapse has been fixed. The instance referred to was as fullows:— 

A firm lodged a claim for Rs. 1,23,965 towards cost and freight charges of 
1,481 metric tons of coal short supplied by the Bachra Colliery during the period 
from May, 1962 to November, 1962, N,C.D.C. finally paid Rs. 1 lakh on this 
account subject to the condition that the firm’s orders on Bachra would be 
retained. No action was taken to fix the responsibility for the loss to the corpo- 
ration. 


This case has been examined in detail. The firm had been lodging complaints 
since July, 1962 in respect of shortage of coal supplied to them. The consumer 
produced photo-stat copies of railway receipts issued on 13-10-1962 referring to 
under-loading in the colliery. Photographs were also produced in support of its 
contention regarding under-loading. The N.C.D.C.’s claim was that Bachra 
Coal had high specific gravity and they were correctly loading the necessary 
weight of coal without adhering to the loading line prescribed by the Railways. 
There was thus admission on the pat of the N.C.D.C. that thoy were loading 
below the line prescribed by the Railways and finally, as the firm was seriously 
aggrieved over the shortage and as there was no ready outlet for Bachra for Coal, 
payment of Rs. 1 lakh to the firm was agreed to, This matter has be-n the sub- 
ject of criticism by the Public Undertakings Committee who have recommended 
a thorough inquiry into the causes of under-loading and fixation of responsibi- 
lity. From the study of papers, we fee] that the Colliery Officers should not 
have entered in to direct correspondence with the aggrieved firm but rather, 
should have placed their view points through the Sales Office, as such direct 
correspondence would result, as it did in this case, in divergent replies by 
different officers of N.C.D.C. to the firm. It is also surprising why responsibility 
was not fixed when there was specific sdmission of short loading, It is hoped 
N.C.D.C, would take necessary action now, 
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False Muster-Roll Payments in Gidt ‘A’ Colltery— 


7. Ithas been alleged that mis-appropriation of the Corporation money 
through false muster roll payment is rampant in all collieries and is a source of 
income for the corrupt officers and their agents. It is stated that an instance 
of such payments made in Gidi ‘A’ Colliery was brought to the notice of the 
N.C.D.C.’s Management, but no action was taken. 

On, the basis of a complaint, the Special Police Establishment had called 
for the report of N.C.D.C. in June, 1966, in respect of the allegation of false 
muster roll payment in the colliery. This matter was looked into by the Internal 
Audit of N.C.D.C., which submitted a report on 28-9-1966, After about a year, 
it was proposed to examine whether departmental action could be taken and 
the matter was referred to the Area General Manager. The A.G.M. has replied 
that the casual labourers do not, as a rule, furnish correct information with 
regard to their names, addresses, etc., and is impossible to verify whether the 
names and employment were fictitious or not at this distance of time. It is seen 
from the papers made available that a reply was sent to the S.P.E. on 6-9-1967 
and it is assumed that the S.P.E. would take further necessary action on it. 
It is to be observed that there was considerable delay in the N.C.D.C. in making 
these enquiries. This is one of the instances to show that the vigilance set up at 
the N.C.D.C. has been weak. 


Use of Gravel in place of Stone Chips— 


8. It has been alleged that in Gidi Washery, civil contractors were allowed 
to use gravel instead of stone chips provided in the agreement. The allega- 
tion was that about 1,22,000 cubic feet of such ordinary gravel were allowed 
to be used affecting the strength and stability of the structure and resulting in 
a loss of Rs. 38,000 to the Corporation. 


This was also a matter referred by the $.P.E. in 1966 to N.C.D.C. and a 
reply was sent to the 8.P.E. on 6-9-1967. It as been certified by the technical 
authorities that gravel has not been used in R.C.C. or plain cement controlled 
concrete and construction has been done according to the specifications and any 
additions or alterations had the sanction of the competent authority. It has 
also been stated that washed gravel was used in place of stone chips only in 
structures where it did not affect the strength and stability of the structure by 
its use, and that the change-over to washed gravel in lean concrete and mud-mat 
from stone balast of the size 14” to 2” was a sound decision. 


Private Printing in N.C.D.C. Press— 


9. It has been alleged that a receipt book was got printed in the N.C.D.C. 
Press by the wife of the Managing Director on nominal charges. This matter 
has been looked into and it is found that full realisation was made for the 
printing done in the press as per the approved rates and thus there was no 
loss to the Corporation. However, it may be observed that it was indiscreet to 
have this printing done in the N.C.D.C. Press. 


Over-payment of Rs. 1-33 lakhs to Contractors in Bhurkunda Colliery— 
10. It has been alleged that in Bhurkunda overpayment was made to the 
Contractor on account of overburden removal and the colliery records show that 


the contractor removed overburden of ll lakhs cubic feet more than claimed or 
actually done by him. 
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_ This matter was initially taken up by the audit in view of the discripan 
cies noticed as per the colliery records and the contractor’s records in respect 
of quantity of overburden removed during the period from 1-12-1956 to 
31-12-1958. N.C.D.C. has contended that the contractor is expected to pay the 
labour in terms of the statute, but such payment has to be made on the quantity 
of loose overburden removed by individual workmen. In the absence of any 
complaint either from the workers or from the Labour Union there was no rea- 
son to presume that there was underpayment made, but at the same time there 
was no means of checking that all payment records produced by the contractors 
to the Director of Commercial Audit were full and final and would from the 
basis for drawing any conclusions. Under the terms of the contract N.C.D.C. has to 
pay the contractor on the basis of survey measurement of the quantity of over- 
burden removed in situ. N.C.D.C. has to depend on the surveyors and the scien- 
tific surveying instruments and not on the contractor’s records for the purpose 
- of payment, The above explanation was furnished tothe Director of Commer- 
cial Audit who dropped the Audit Para. While the Committee feels that there 
was nothing irregular in payment as per the Colliery records, it is rather sur- 
prising that the contractor should have produced his records to the Audit and 
these should have indicated that he was overpaid or that he had made large 
profits, 

False and post-dated cheques—Case of M/s. Ramji Dass Sharma— 

11. It has been pointed out that N.C.D.C. has not taken prompt action to 
realise huge amounts outstanding from M/s. Ramji Dass Sharma and Brothers. 
The case relates to the issue of five cheques by the firm between 22-9-65 and 
15-2-66 which were all dishonoured by the Bank. 

This matter has been looked into in detail. Towards the end of 1965, 
the cheques issued by the party for supplies of coal by N.C.D.C. started bouncing 
one by one and series of correspondence was entered into with the party 
without taking effective steps forrecovery. The matter was taken up with the 
Headquarters by the Sales Office only on 26th July 1966. It was proposed by 
the Headquarters to take civil or criminal action and some details were required 
from the Sales Office on 27th August 1966. On receipt of the necessary details, 
legal notice was served on the party only on 20th February 1967 and a civil 
suit was filed on 5th January 1968, No criminal action has been taken against the 
party so far. One view expressed in regard to the issue of taking criminal action 
is that in view of the delay that has occurred and in view of the oral and written 
assurances said to have been given by the party, criminal action at this stage 
may not be feasible. However, the feasibility of taking criminal action should 
again be examined expeditiously by the N.C.D.C. It has to be pointed out 
that there was lot of delay in taking effective steps against the party both by 
the Sales Office and the Headquarters. The reasons for continuing the despatches 
to the party from November, 1965 to February, 1966, are not convincing, and 
this matter should be looked into in detail by the Corporation. 


Case of appointment of P.R.O— 

12, Allegations have been made in regard to the qualifications of the Public 
Relations Officer of the Corporation. On verification of papers it isseen that 
the officer concerned is qualified for the post and no irregularity jhas been 
committed in the matter of his recruitment. However, in the matter of public 
relations, suggestions have been made elsewhere in the report. 
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Allegations of harassment of honest officers— 


_ 18. It has been pointed out that honest persons who had tried to function in 
N.C.D.C. with integrity have got no encouragement. An instance of a Deputy 
Superintendent of Collieries has been cited to illustrate this point. It has been 
alleged that the officer was transferred and every sort of harassment was meted 
out to him when he took measures to penalise the contractors for their failure 
and this officer was later put under suspension. This matter has been looked 
into in great detail and the Committee is of theview that there was no 
harassment meted out to the officer concerned as alleged and that the action 
taken by the N.C.D.C. has been proper. 

Loading Contract in favour of Shri H. L. Soni 

14. It has been alleged that inspite of a standing contract for transportation of 
coal from Kathara Colliery to Kargali Washery, which was to remain in force till 
the completion of the washery, the management made another agreement with one 
H. L. Soni after cancelling the first agreement at arate which was more than the 
earlier one by 3 paise per ton. A study of the files has revealed that there is no 
substance in the allegation, as the earlier contract was for a period of one year 
only and at the end of this period contract was entered into with Shri Soni 
after observing the necessary. formalities, 

Disciplinary action against Sakur Mian, Driver— 

15. It has been alleged that the Deputy Superintendent of Collieries, Sawang, 
Charge-sheeted a driver and later put him under suspension on the ground that 
he failed to deposit a spare tyre on 16th December, 1966. No inquiry was 
conducted and later he was allowed to resume duty. It was alleged that a 
foreman, a favourite of the Deputy Superintendent of Collieries, had sold out the 
said tyre. The matter has been examined and it is seen that an inquiry was 
conducted against Sakur Mian and ultimately benefit of doubt was given to 
him. There is no record to show that he was kept under suspension nor was 
there any indication given by him or anyone else in the course of inquiry that 
the spare tyre was taken away by the foreman as alleged. However, it is observed 
that there was failure on the part of the management to trace the tyre or 
report the matter to the police for investigation. 


Shortage of Stores in Bisrampur—. 

16. It has been alleged that on account of shortage of stores and sai at 
Bisrampur Colliery, machinery and stores worth Rs. 3-12 lakhs could not be 
located even after two years of investigation and no responsibility for the 
shortage has been fixed nor any remedial measures taken as a result of which 
there is no check on pilferage even by manipulation of records, © 


The matter has been looked into and it is seen that the shortage of stores 
to the extent of Rs. 23 lakhs was originally reported during 1963-64 by the stock 
verifier deputed to carry out the verification. The shortage was not accepted 
by the colliery authorities and investigations were thereafter carried out from 
the Headquarters. The report.was submitted in August, 1965, and later on asa 
result of further verifications, it was possible to reconcile all items except to 
the extent of Rs. 38,133 which could not be located. This amount-was finally 
written off with the approval of the Board of Directors. It is thus seen that 
a major portion of the shortage originally noticed was located subsequently 
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which fact reveals that the stores records have not been kept properly and even 
the physical stores have not been arranged carefully. While the final loss to the 
Corporation has not been as much as alleged, it is not clear why no responsibility 
could be fixed for the shortage. 

Loading Contract preferred to Mechanical Loading— 

17. It has been alleged that in Kathara Colliery even though three Mechanical 
Loading Plants were installed at a total cost of Rs. 5-97 lakhs, considerable 
quantity of loading continues to be done through contractors. This matter has 
been examined in detail and the findings of the Committee have already been 
incorporated elsewhere in the report. 

Award of Work to R. C. Pant for Singrauli-Pipri Road Construction— 

18. The allegation was that N.C.D.C. has a tendency always to award work 
to favourite contractors. To illustrate the case, for construction of culverts and 
bridges for Singrauli-Pipri Road, the work was awarded to a person whose 
tender was the higher of the two received. This allegation could not be scruti- 
nised as N.C.D.C. has stated that the matter is under examination by the 
8.P.E. 

Alleged Loss in supply of coal to Ahmedabad Electricity Company-~ 

19. Ithas been stated that,in.1964-65, there was a loss of Rs, 1°80 lakhs on 
account of payment of penalities to Ahmedabad Electricity Company by the 
N.C.D.C. for short supply, demurrage, low quality etc. of coal, supplied from 
Kurasia. The Committee has looked into the matter in detail. It is seen that 
N.C.D.C. had entered into a bonus-cum-penalty agreement in respect of coal 
supplies to Ahmedabad Electricity Company by which bonus/penalty rates in 
coal prices were stipulated for supplies of coal according to the decrease/increase 
in asheum-moisture percentage beyond a particular level. There appears to be 
nothing in the agreement which acted against the interests of N.C.D.C., since it 
can claim payment only on the basis of the quality of coal supplied. 

Purchase of transformers for projects. closed down— 

20. It has been alleged that during 1963-64, an avoidable expenditure of about 
Rs.7°37 lakhs was incurred on account of purchase of five transformers for projects 
which were already closed down. It is seen that indents for five transformers of 
type 5 MVA, 33/11 KVA and two transformers of type 3 MVA, 11/3-3 KVA costing 
Rs. 1-47 lakhs each and Rs. 0-79 lakhs each respectively were placed for 
Singrauli and Ramgarh projects in April, 1963. Later in May, 1963, indent for 
2 more 5 MVA transformers for Kathara washery project was placed. In March, 
1965, the Singrauli Project was closed for want of demand, However, another 
mine in the vicinity was taken up at Jhingurdah. Similarly the development 
work at Ramgarh project had also to be suspended. However, the transformers 
were actually supplied from August to November, 1966. In reply to a querry 
from audit, the N.C.D.C. had informed in June, 1965 that since the delivery 
period of transformers was very prolonged and prices were increasing day-by- 
day, it was not advisable to cancel the orders already placed. It is now stated 
that the transformers ordered for Singrauli have been partly commissioned and 
are required to serve the Jhingurdah project. The transformers of Ramgarh are 
still in Central Stores but it is proposed to send them to the South Balanda 
Project. The Committee feels that funds were unnecessarily locked up in pur- 
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chasing such of the transformers which have not been put to use so far 
N.C.D.C. should have taken action to cancel the supply order at the time of 
review of production programmes, 


False Muster Roll Payment in Kathara Colliery— 

21. It has been stated that in Kathara Colliery one Shri Madho Ram had 
received payment regularly though he was working with the brother of the 
Deputy Chief Mining Engineer at Pusa. It has not been possible to verify the 
records as the allegation was vague and did not refer to any particular period 
of time. 


Shortage of coal at South Balanda and Kathara— ; 
22. and 23. These have been dealt with elsewhere in the Report. 


Transport of coal to Kargali Washery— 


24. It has been alleged that work of transporting coal to Kargali Washery has 
been awarded to contractors even though the Bokaro-Kargali link siding has 
been ready since long. For coal transportution about 15 heavy duty trucks 
were also purchased by the Management and these trucks were handed over to 
the contractors on nominal rent. The contractors were utilising these trucks even 
for private work. It has not been possible to examine there allegations as related 
records were not made available by the I.0.D.C. 


Kargali Washery output— 


25. The allegations refer to the output of Kargali Washery snd the unsatis- 
factory performance of the filter plant owing to which the annual loss on account 
of loss of coal fines is estimated to be about Rs. 3 lakhs. his matter has 
already been dealt with elsewhere in the Report. 


CHAPTER XXV 


SOME ASPECTS OF ADMINISTRATION & GENERAL 
AND FINANCE 


The concept that we have put forward in this Report is that of a decentra- 
lised administration. Many of the day-to-day decisions affecting production 
are to be reached at the field units in collieries, in work-shops and in washeries. 
Considerable powers of administrative, financial and disciplinary have already 
been delegated to the area offices as well as to the officers in charge of projects. 
It is important that these officers are encouraged to exercise these powers. 
Exercise of powers also mean assumption of responsibilities for decisions taken, 
For this reason and in order to avoid having to account for the decisions, there 
may be a tendency to refrain from exercising the powers. Such tendency 
should be discouraged. In exercising these powers and in carrying out their 
functions they must, of course, be guided by the policy decisions or procedures 
laid down from the headquarters. Where no procedures have yet been laid 
down, they could improvise those procedures. Ultimately, of course, it would 
be the duty of the headquarters office to formulate the various codes and 
manuals incorporating the policy procedures. — 


2. The decentralised working, however, does not mean absence of control 
from higher levels of administration. The primary responsibility for the proper 
functioning of the N.C.D.C. remains on the headquarters at Ranchi and in 
particular on the Managing Director and the Board of Directors. Decentralisa- 
tion of functions must, therefore, be-accompanicd by systems of control, The 
control can take two forms. Firstly, a number of reports and returns should 
be prescribed. These would include reports on progress of work, cost data, 
production data, reports on important matters affecting labour management 
relations etc. There could be special reports on specific problems, Some 
officers have complained to us that a lot of their time is taken by the preparation 
and, submission of far too many reports and returns. We have examined the 
list of reports and returns which the colliery offices have to send and the im- 
pression left on us is that the number of returns and reports is not excessive. 
There is, however, always scope for review and revision from time to time. 
By and large, the returns and reports now prescribed are such that the colliery 
officers as well as the officers of the area n:ust necessarily prepare for their own 
efficient functioning. What is important, of course, is that these returns and 
reports when received are properly scrutinised at the headquarters, important 
points arismg from them and requiring management decision are quickly 
brought to the notice of the decision making authorities. It is the knowledge 
that these returns and reports are carefully studied and taken note of, that 
would ensure that the local officers devoted adequate attention to their prepara- 
tion, and give them a feeling that these returns are important. 


3. Apart from receiving reports and returns, scrutinising them where 
necessary, and taking action on them where necessary, the other important 
method by which the headquarters should exercise its authority is by frequent 
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inspections. These inspections are necessary not only on the part of technical 
officers but also on the part of accounts and financial officers, administrative 
and personnel officers etc. The usefulness of the working of these officers would 
enhance itself if they also have the feel of local environments and if they appre- 
ciate problems arising in the day-to-day work in the local areas. 

4. In addition, we have made the following important recommendations 
in our First Report and all that we need to do is to reiterate 
them without any details. These apply to headquartes as well as to 
other offices. 

(1) It is necessary that duties of all officers are clearly defined and 
understood. 

(2) The tendency to write long notes on files should be avoided. 
Frequently the decision should be taken by discussions and the 
only record kept need be that of the final decision. 

(3) There should be all around effort to promote team werk. As stated 
in our First Report the system of team work should begin with 
the top-management and others below should also be encouraged 
tu make it their practice to work as a team. 

(4) An important improvement needed in the methods of work of the 
Corporation at the levels is the need to ensure prompt decisions 
and quick implementation of the decisions. This may sound to be 
somewhat trite. But thefact remains that we have come across a 
number ot cases which have lingered for several months before 
decisions were reached. Some of these have been referred to in 
other chapters of this Report; but many more have come to our 
notice. In fact, these delays may well be regarded as a major 
deficiency in the Corporation work. It has often added to the 
difficulties of the Corporation, The Corporation will certainly 
cnhance its reputation if concerted effort is made to ensure that 
prompt decisions are made and they are quickly implemented. 
Any procedural changes that may be necessary to bring this 
about should be evolved. 


5. In examining the personnel policy and the terms and conditions of the 
service of officers we have found that the N.C.D.C. has introduced an element 
of security of service fcr its officers. In many other public sector undertakings 
the services of officers can be terminated at three months’ notice without giving 
any reason. There is no such provision in the terms and conditions of service 
of the various officers of the N.C.D.C. Apparently, it was thought that by 
providing security of service, greater loyalty could be secured. Psychclogically, 
this security of service may well come in the way of hard work and diligence. 
The conditions of service do include provision for dispensing with the services 
of officers who are found to be inefficient within the period of seven years from 
their first appointment. We do not know whether this provision has ever been 
used. We think it would have been better if, like many other public sector 
undertakings there was also a provision for termination of service at three 
months’ notice in respect of the officers of N.C.D.C. We do not know if it is now 
possible to introduce such a clause in the terms of service. The matter may be 
further explored. It should be possible to introduce such a clause atleast for 
the new entrants, 
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6. Elsewhere in this report, we have recommended that there should be a 
technical review of the working of the collieries to determine in each case the 
norms of manpower and machines employed, stores consumed etc. for the out- 
put desired from it. This would be an important step in securing economies 
in production cost. 

7. In regard to financial and acccunts procedures, we have made several 
recommendations for their improvement both inthe First Report and in this 
Report. These are brought together in the following paragraphs :— 

(1) There is urgent need for bringing priced Stores Accounts up-to-date. 

(2) A system of monthly reconciliation between the cost accounts and 
the financial accounts should be revived as early as possible. 
Until the store accounts have been placed on proper footing, it 
should be consid-red whether atleast partial reconciliation could 
not be made and brought to the notice of the management each 
month. 

(3) There is no proper system for watching the progress of expenditure 
on development projects. There have been many cases where the 
project estimates have been exceeded and the management have not 
even come to know of ‘his.exeess till after the end of the year when 
the annual accounts,are prepared. For a preper control on capital 
costs of the project, it is necessary that the management (and even 
the Gcevernment) should have more frequent knowledge of the 
progress of expenditure and the progress of work on the capital 
projects. so that any possibilities of excess ovc r sanctioned estimates 
are quickly noticed and receive the consideration of sanctioning 
authorities. It should be realised that excessive cap'tal costs may 
wel! make a project un-remunerative and hence frequent reviews 
need to be undertaken. 

(4) There should he a review cach month of the cost sheets submitted 
by the collieries In particular, the comparative figure of per- 
formance in respect of costs, existerce of any idle employment or 
man-power and such other matters should be promptly breught to 
the notice of the top-management by a systematic study of these 
cost sheets. 

(5) Similarly, there should be budgetary control on the production ex- 
penditure incurred in the areas and urits. In respect of productive 
units this control cannot be as rigid as in the Government 
departments. The broad principles which should govern 
such control have been mentioned elsewhere in this Report. De- 
tailed procedures should be evclved and brought into effect to 
ensure this control. In particular, any cases of undue extravagance 
should quickly come to notice and these should be investigated and 
necessary action taken thereon. 

(6) As stated elsewhere, the Internal Audit Section should be strength- 
ened and greater use should be made of the Interial Audit Unit 
for the study of the various comparative unit costs and such other 
matters. These would assist the management in making decisions 
on policy and procedural matters, 


CHAPTER XXVI 


CONCLUDING REMARKS 


The N.C.D.C. set out to reach high targets of coal production during the 
Second and Third Five Year Plan and undertook a massive investment pro- 
gramme to ach ‘eve these targets. In ten years the production was to be raised 
from 3 million tons from the old State Collieries in 1955-56 to as much as 31 
million tonnes by 1965-66. Of this target, over 25 million tonnes were to be 
raised by opening new quarries and mines in different parts of the country away 
from the rich coalfields of Raniganj and Jharia. When this task was undertaken, 
it was also anticipated that the deniand for coal would continuously grow at 
a rapid rate not only during these two Plan periods but for a long period 
thereafter. All projections pointed to this high level of consumption. At that 
time, very few persons were prepared to believe that these targets were excessive. 

We have seen how persons in responsible positions expressed surprise and were 
caught unawares when the demand first became sluggish in 1963-64. At 
first it was even dismissed as a passing:phase. The growth has continued to be 
sluggish all these four or five years. 


2, When such a large demand was projected for a basic industrial material 
like coal, a public sector undertaking like the N.C.D.C. could not but accept 
the challenge and direct all its energies towards meeting it. It could not have 
refused to undertake the programme on the ground that it wes massive, un- 
profitable or difficult. Projects were prepared and approved with haste and 
speed; mechanisation was accepted as the best means to reach the production 
level in the time required; bulk purchases were made of plant and equipment 
and large cadres of engineering officers and technicians were quickly recruited 
and assembled to undertake the development and working of a large number of 
collieries in various coalfields. Somelof the necessary precautions for the sound 
project formulations came to be overlooked in this atmosphere of hurry and 
haste. Quality of project planning and implementation suffered because the 
Plans were based on insufficient preliminary investigations. Capital 
costs mounted up. While a large number of technical and other officers were 
recruited, not enough thought was devoted to building up a sound administrative 
structure at various levels of the Corporation’s activities. 


3. With the coal demand becoming sluggish from 1964, the N.C.D.C. had 
to reverse this process of development, reviewed its programmes and leave a num- 
ber of projects in abeyance. Retrenchment was also undertaken. These 
measures, however, lacked consistency at times. They caused a sense of frus- 
tration and there was some erosion of team spirit in the administration. Exter- 
nal difficulties like foreign exchange shortage for spare parts had begun to ac- 
centuate the problem of maintaining plant and equipment in serviceable con- 
ditions. 


4, Subsequently in 1966 and 1967, there was no Managing Director for the 
Corporation except for a few months when an officer was appointed who could 
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devote only part of his time to this work. There was lack of continuity in 
administration and lack of consistent leadership. 


5. Taking the entire period of 11 years since the inception of the N.C.D.C., 
the Corporation has been able to meet from its current earnings the requisite 
depreciation and interest charges as also a loss of about Rs, 4-27 crores in 
continued operation of the Giridih mines under a Government directive. It has 
provided as much as Rs. 27 crores from its internal surpluses, primarily de- 
preciation, towards its investment programmes and paid as much as Rs. 17 
crores in interest on Government loans. During the last four years ¢.e. since 
1964-65 its financial results have been disappointing. Ouranalysis shows that 
these losses are attributable to the production and sales being less than even 
the current in-built capacity of the Corporation. The current production 
is about 1/3rd of the original targets and one-half of the revised targets. Even 
as compared to its current in-built capacity, the production is no more than 
two-thirds of this capacity. An increase of production and sales of another two 
to three million tonnes of coal per year will make it possible for the Corporation 
to turn the corner, A further increase will enable it to show a moderate return 
on investments. We consider that the N.C.D.C. is capable of reaching these 
levels of production. 


6. In regard to its sales, one factor to which attention should be drawn is 
that amongst the major public sector enterprises, the N.C.D.C. is perhaps 
the only one which has to meet with fierce competition for its sales. Its current 
share of the market being about 15%, it has no dominant position in the mar- 
ket, Coal has been subject to price, distribution and transport control over a 
long period of years. We have been informed that these controls often operate 
to the advantage of the older and p-ivate collieries particularly those of the 
Raniganj and Jharia regions. Furthermore, the competition with the older . 
and private collieries was somewhat on unequal terms inasmuch as they 
had long-established markets and their creased production came from exist- 
ing collieries or at best by extending the production to contiguous areas. 
The N.C.D.C. was on the other hand, a relative new comer to the coal market 
and it had undertaken production in new coal mines dispersed over wider - 
regions. 

7. In considering the deficiencies and the weaknesses of the N.C.D.C. the 
above factors provide an essential background. In considering its faults, it is 
necessary to take these matters Into account. 


8. We were asked to assess and identify the deficiencies of the N.C.D.C., 
to ascertain the causes thereof and to suggest remedial measures. It was with 
this view that we have examined the past performance ofthe Corporation and 
of its current problems. Our findings on the various aspects of the working of 
the Corporation have been recorded in the preceding chapters of this Report. 
The principal deficiencies of the Corporation as recorded by us are that for some 
periods in recent years there has been lack of continuity at top administration 
level; important top posts have remained vacant for long; sufficient team spirit 
has not been developed in the management; for several years no effective 
coordination existed at local levels in regard to development works; financial 
and technical controls on project expenditure and cost of production have 
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been weak; inventories are large and store accounts have been grossly in arrears; 
maintenance of plant and equipment is inadequate and there is lack of drive 
in sales effort. We have pointed out certain wrong actions, questionable de- 
cisions and mistakes of commission or omission; the list cannot be exhaustive, 
as we have dealt with only such cases as we came across in the course of our 
studies. In pointing these deficiencies and faults, however, we have tried to 
keep in mind the difficulties which the Corporation had to face owing to the 
factors mentioned above. 


9. Our approach has, moreover, been constructive. For whatever de- 
ficiencies we have found; we have indicated remedial measures to remove them 
and to avoid the repetitions of mistakes made in the past. We consider that 
with earnest effort these deficiencies can be removed, and the administrative 
structures, policies and procedures placed on a sounder footing to enable the 
N.C.D.C. to improve its efficiency and to take up larger tasks in future. 


10. We find that many of the suggestions that we made in our First Report 
have been taken up for consideration by the N.C.D.C. and the Central Govern- 
ment. We hope the process will be speeded up. 


11, Althongh we have dealt, with many questions in a comprehensive 
manner it is not possible for a Committee like ours to provide answers to all the 
difficulties of the N.C.D.C. Necessarily such answers have to be found by the 
executive management of the Corporation itself which has both the proximity 
to those problems and has the authority to solve them. The Board of Directors 
and the top management, strengthened on the lines. suggested by us should be 
fully capable of solving these problems very well. We, therefore, hope that the 
suggestions we have made in the First Report in this behalf would be put into 
effect before long. 


12. A major failingofa numberof public sector enterprises like the 
N.C.D.C. is the time taken in making decisions and implementing them. 
A commercial organisation like the N.C.D.C. and particularly one which has 
to compete for its market with the more flexible private sector organisations, 
cannot afford such delays. 


(Sd.) G. R. KAMAT 
Chariman 


(Sd.) MOHAN LAL GAUTAM 
Member 


(S.d.) DR. 8. 8, SALUJA 
Membey 
(Sd.) RAM SAHAY 
Secretary 
19-8-1968 
M/P(D)248MofSM&M—19 
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SECOND AND FINAL REPORT OF THE N.C.D.C. COMMITTEE 
SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


Chapter I—Tasks and Performance— 


1, There was no firm and settled programme of Second Plan development 
of collieries and during the Plan period, changes and departures were made in 
what might have been drawn up as an initial list of projects. 

(I-11) 


2. The steep shortfall in the expected demand during the Third Plan has 
caused. serious difficulties to the coal industry, especially to those units which 
had undertaken. significant investments on expansion programmes and to the 
N.G.D.C. which had undertaken a particularly large programme of invest- 


ments. 
(I-16) 


3, The production capacity already developed is about 14-4 million tonnes 
and that now being develcped 7-7 million tonnes, giving for all the under-° 
ground and opencast mines of the Second and the Third Five Year Plans, 
an, aggregate potential capacity of the order of 22 million tonnes. These 
fiures do not take into account the development of 7 mines which were suspen - 
ded in 1964 and which had a production targot of 6 million tonnes. a2 

-23) 


4. That actual production is considerably less than the productive capa- 
the N.C.D.C. sought to develop, provides one of the important 


ity which 
mane performance of the Corporation in financial 


reasons for the relatively poor 
terms. as 


Chapter [I-—Development and Working of the State Collieries— 


5, It should not be assumed that taking over of 11 old State collieries was 
of particular advantage to the N.C.D.C. in its task of rapid development of 


ion from new mines. 
production (I-11) 


Chapter III—Programmes of Development of New Colliertes— 


6. The programme for the Fourth Five Year Plan is yet to be drawn up, 


but it looks possible that i the non-coking coal sector it may not be necessary 
ojects. It is still not clear whether any further deve- 


dertake any new pr : i 
Tojnnat work Seeds to be undertaken by the N.C.D.C, for coking coal in 


fe ears. 
the next few y (IL-5) 


Chapter 1V—Quality of Project Planning and Development— 


7, Ir so many projects of the N.C.D.C. the grade of coal has been found 
to be inferior to what it was assumed to be on the basis of prospecting and bore- 
hole data. This was the case even in respect of some sh&llow seams of open- 
cast mines, It would be useful to examine whether this was due to any defect in 
the collection of the data or in its interpretation so that similar defects are 
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not repeated in future projects and further expansion and development of 
existing projects. We recommend that the N.C.D.C. should take up such an 
investigation as soon as possible. 

(IV-4) 


8. There was inadequacy of data relating to the quantity of reserves 
and the underground geological conditions. 


(IV-5) 


9. For opencast mines, adequate attention was not paid to standardis- 
ing the equipment in use. One effect of this non-standardisation is the difficulty 
that is now found to be acute in the maintenance of a wide variety of plant and 
machinery which were purchased at different times from different sources. 
Non-standardisation has also meant holding larger inventories of spare parts. 


(IV-8) 


10. The completion of the projects was delayed owing to factors which 
could have been foreseen with adequate planning. With these delays the cost 
also mounted up and these have also adversely affected the cost of production. 
In retrospect, it can also be said that the mechanisation and the use of sophisti- 
cated plant and equipment was-sought to be introduced without adequate 
preparatory work, 


(IV-10) 


11, Fer every Project Report, there should be, at first, a Feasibility Report 
which in general terms indicates the eeonomics of the project, market for its 
product, its essentiality in terms of the national objectives, outline of its 
main technical process, the facilities. available for production in a particular 
location etc. The data given in the Feasibility Report should be adequate for 
obtaining administrative and financial sanction before the work is started. 
The Feasibility Report is to be followed by a detailed project report in which 
the actual working plan of the project.is laid down in details. The detailed 
project. report should also indicate the phasing of the project so as to give the 
best results. It will be desirable to consult before hand the Mines Safety De- 
partment and the Coal Board as to the mining methods proposed to be adopted 
for the project. 

(IV-11) 
Chapter V—Kathara Project— 


12. Currently, the Kathara quarry has a serious problem of marketing its 
coal. Contrary to the expectation based on the geological data, the coal as 
quarried is found to have certain admixtures and is not better than grade IT. 


(V-7) 


13. Besides the limiting factor of marketing and transport, Kathara is 
a glaring example of a large volume of earthmoving machinery remaining out 
of commission for want of repairs and spare parts for long periods, If the 
colliery isto step up its production it is essential that all this machinery sho uld 
be reconditioned and put back into service. 
M/P(D)248MofSM&M—19(a) (V-9) 
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14, The working of the seam at Kathara having been restricted to the top 

20 ft. the facility of the back-filling is presently not available. Therefore, the 

over-burden is now being carried over long distances and steep gradients. 

This could be one reason for large sickness of dumpers. In the absence of 
back-filling method, the cost of removal of over-burden is also high. 

(V-10) 


15. While purchases of machinery etc. were made to provide for targeted 
production, the Corporation would have been well advised to release to Kathara 
Project only as much equipment as was needed to maintain production at the 
current level. 


(V-14) 


16. In the absence of the permanent coal handling plant, departmental 
picking and selection could not be undertaken. The cost of loading with the 
help of contractors is as much as Rs. 2-51 per tonne whereas departmental 
handling with a permanent loading plant would nct have cost more than 65 
paise per tonne. The difference is large enough to reach the conclusion that 
even. if the permanent coal handling plant at the cost of Rs. 24 lakhs had been 
installed as indicated inthe first Project Report, the capital cost would have 
been more than recouped from the savings that might have occurred on the 
present method of loading coal with the help of, contractor. 


(V-15) 


17. The caso of Kathara Project illustrates many of the features which 
are found in a number of other N.C.D.©, collieries. Firstly, the difference bet- 
ween the geological data on which the project is based and the actual strata, 
as found from working conditions has considerably affected the sales and 
production from the project. Secondly, the project was developed without 
sufficient regard to the availability of market for the quality of coal expected to 
be produced—both steam and slack—-and. the transport facilities that were 
available. Subsequent experience, in respect of the restriction imposed on 
production by the factors of sales and transport has led to the adoption of 
working methods which did not provide for the best use of the men and 
machinery deployed on the project. Thirdly, maintenance arrangements for 
mechanised mines need considerably greater attention. There are indications 
that apart from the restrictions caused by foreign exchange difficulties and the 
non-availability of spare parts, the attention given to repairs and maintenance 
of the machinery in use, was neither prompt nor adequate. " 

(V-16) 


18. If Kathara washery is to produce at its optimum level, it is necessary 
that the N.O.D.C. should now devote its attention well in advance of the com- 
pletion of the washery to the marketing problems of washed coal and middlings 


(V-19) 


Chapter ViI—Maintenance and Purchase of Equipment—— 


19. In the aggregate the actual availability of equipment for the projects is 
less than what was indicated in the Project Reports. i 
(VI-11) 
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20. The performance of the equipment has in many cases been found to be 
of a much lower standard than what was expected in the Project Report. Even 
so, their performance could be improved a great deal, if attention was-given to 
the improvement of working conditions and maintenance. For this purpose, 
each project officer should be encouraged and required to study the working of 
the machines, its potential and to consider measures which could help in getting 
maximum possible output from it both in terms of time for which machines are 
employed and the output that could be secured from them. 

(VI-13) 

21. Machines worth about Rs. 80 lakhs have heen purchased which were 
not suitable for use in Indian conditions. Adequate caution does not seem to 
have been exercised in these purchases, Attempts made for the disposal of these 
machines have been tardy and inadequate. 

(VI-14) 

22. Considering the lack of expert knowledge on mechunised mining, it 
would have been an advantage to get a few technical experts from abroad to 
assist in ensuring the fullest possible use of the machinery. 

(VI-15) 


23. We suggest that a small groaip of competent engineers should examine 
the problems at each colliery, determine the quantity of equipment which could 
be fully utilised at each colliery and make efforts to ensure that maintenance/ 
repairs are undertaken quickly and completed promptly. 

(VI-15) 

24. We recommend that sustained effort should be made from now onwards 
to develop indigenous supplies and to reduce dependence on imported equip- 
ment and spare parts as early as possible. 

(VI-16) 
Chapter VII—Project Implementation—certain questionable decisions— 


25. From many a point of view, the decision to reach target of 13-5 million 
tonnes during the last quarter of 1960-61, merely to prove its capacity must be 
regarded as unbusiness-like and detrimental to the commercial and industrial 
interest of the Corporation. 

(VII-11) 

26. The wisdom of providing all the accommodation for the staff and wor- 
kers likely to. be employed on a project right from the time of taking up the 
project is at least questionable and would require serious thought as to its neces- 
sity. This has reference to quarters built in outlying areas which have re- 
mained unoccupied. 

(VII-27) 
Chapter V ITI—Over-Capitalisation— 


27, Considering the variety of waysin which coal is mined, the different 
geological and other working conditions of each mine. the depth and the mine- 
able reserves of the coal deposits, it is very difficult to lay down any standards 
for determining in specific terms the capital cost of a given quantum of pro- 
duction. 


(VILI-2) 
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28, The date from which the projects are to be put on revenue account 
should first be projected in the project report itself and secondly, reviewed from 
time to time in the light of progress of and experience in each project. 

(VIII-3) 


29. We consider that for each development project there should be the 
fiillest possible data made available for the purpose of planning, detailed working 
plan would be drawn and tinie schedule established for each major item of works 
and the Project Officer required to adhere to the working detailsin development 
programmes. 

(VIII-6) 


80. We are of the opinion that ctirrently the Planning Section at the head- 
quarters is weak and needs to be strengthened and put in a position of effective 
control over the progress of developmental projects, in its administrative and 
financial aspects. 

(ViII-7) 


31. We recommend that there should be one or more teams of technical 
experts made available to the Planning Section to go round to each project 
consider the changes and the departures that had been made from the original 
project report, review the production potential in the light of probable sales and 
transport facilities available to the project, the method of working and the ope- 
rational cost, set down the tasks for improving productivity and recast the 
project estimate in the light of all these considerations. Revised Project Reports 
so prepared would then become a suitable point of reference for ensuring 
managerial control on cost and project development. 

(VIII-8) 


Chapter [X—Capital Outlay analysed— 


32. More energetic attempts should be made to claim housing subsidy fo 
miners’ quarters from Coal Mines Welfare Fund and to realise the same. 
(IX-5) 


33. It would have been prudent for N.C.D.C. if the civil works like quarters 
had been, staggered and developed on a phased programme along with the 
development of the production in the collieries. 

(IX-6) 


34. I is important that in their specifications, buildings for a particular 
colliery should provide standards which would ensure that the life of buildings 
as constructed corresponds with the life of the colliery. 

(XI1-9) 

35. Special teams to be set up by the N.C.D.C. should also examine whe- 
ther and to what extent civil works at each of the projects are quantitatively 
and qualitatively in excess of the schedule of the projects. 

(IX-10) 

36. A review should now be made as to whether the surplus equipment 
can be used and if itis not of any use either now or in the near future, then 
prompt action should be taken to dispose it of. 

(IX-1) 
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37. Special teams to be set up by the N.C.D.C. should also consider the 
precise complement of plant and machinery which each project should have 
taken into account its current production and the production that it may be 
required to achieve in the immediate future. The teams should also examine 
the productivity of the machine, what it should be with the necessary servicing 
and maintenance, and determine the numbers required on that basis. 


(IX-15) 


38. The issue of new machinery to the project should be regulated strictly, 
in accordance with the current needs of the project plus a small reserve. The 
remaining machinery if ordered and delivered should remain in stock at Central 
or Regional Stores. 


(IX-16) 


39. Another field for detailed investigation by the proposed team is to see 
how best maximum production can be obtained from the machinery deployed at 
each of the projects. 


(IX-17) 


40. There is need to bring about a substantial reduction in the number of 
vehicles at the projects of N.C.D.C. 


(IX-20) 


41. A review should now be made for maintaining a minimum geological 
staff which is needed for surveys and such other work at collieries, in operation 
and development at present. Adding a small reserve of say 5 or 10 per cent to 
meet any unforeseen needs, the balance of the equipment should be disposed of 
and the surplus employees found employment elsewhere or retrenched. 


(IX-21) 


42, Specialised teams to be set up for investigation in each project, should 
ascertain separately the extent of | capitalised losses and the extent to which 
any part of capital expenditure was infructuous, not representing productive 
assets, 


(IX- 22) 
Chapter X—Problems of Production— 


43, Return on investments has not been adequate, principally because 
whereas the capital expenditure incurred on investments was determined by the 
targets of production potential which the N.C.D.C. undertook to achieve, the 
return is determined on the basis of actual production and sales. These have all 
along been found below the targets and even far below the production potential, 
To improve the financial return on capital investments, it is essential to reduce 
the gap between the production potential and the actual production. It is im- 
portant that for some years now N.C.D.C. devotes most of its attention to resol- 
ving problems of current production and in streamlining its organisation so as 
to achieve the optimum utilisation of its production potential at the lowest 
possible cost. 


(X-5) 
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44, The N.C.D.C. should be able to expand its market if it goes about 
systematically into the problems of sales, undertakes aggressive salesmanship 
among the consumers who are within the economic marketable area of each 
colliery and organise transport and production to meet the needs of each of 
these consumers both in terms of quality and price. 

(X-6) 

45. An annual plan of production should be drawn up after taking into 
account all those various factors which determine the quantum of produc- 
tion; the plan would indicate to the N.C.D.C. as to where it should concentrate 
its attention as to the deployment of men, equipment and management techni- 
ques in getting the best results. 

(X-6) 


Chapter XI—Sales Performance— 


46. In relation to the Third Plan targets of coal production, the shortfall 
in production and sales of N.C.D.C. was more pronounced than in the private 
sector collieries. This may be accounted for by anumber of factors which have 
been analysed in the Report. (XT-1 to 5) 


47. (a) Ithas been stated that sales orders are ahead of production. In a 
number of cases, it has been found, however;.that there are wide variations in 
the volume and proportion of sale orders as between slack and steam coal on 
month to month basis. Optimum preduction cannot be arranged unless, sales 
of slack and steam from a colliery are in proportion to the production of slack 
and steam coal in the colliery concerned. Where sale orders for slack and steam 
are high in right proportion, and yet the production seriously lags behind sales, 
N.G.D.C. should enquire into such cases and consider measures for stepping up 


production. (XI-6) 
47, (b) It is essential to establish a close coordination between sale and 
production agencies at higher as well as lower levels. (XI-6) 


48. In order to expand its market in future and to tackle with confidence 
the sales problems which may arise fron: time to time in different areas and in 
respect of different collieries, the N.C.D.C. should prepare itself at this stage 
in right earnest. It is essential to formulate a systematic approach to marketing 
and remove the deficiencies that inhibit the sale promotion activities. The 
task of organising the sales procedures should be undertaken on the lines indi- 
cated in detail in the First Report. (X1-12) 


49, (a) The representatives of the Sales Department to be posted in some 
of the areas should look after the complaints of the consumers. If any joint 
inspection is called for at the destination, this should be arranged by these 
officers in collaboration, with the collieries concerned without any loss of time 
and preferably within a week. There should be a system of fixing responsibility 
in cases of any inordinate delay. It is essential that the officers of the Sales 
Department and of the collieries attending to the complaints should work in a 
spirit of harmony and cooperation. (X1-12) 


49, (b) In view of m:ny past complaints, which have remained unresolved 
over a number of years, the N.C.D.C. may find it expedient to appoint a special 
officer at the Headquarters for a limited period to attend to them and. settle 
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them expeditiously. His experience of handling these complaints can also be 
availed of, in drawing up a regular procedure fora systematic examination of 
the complaints and their prompt settlement in future. (XI-13) 


50. As regards realisation of sale proceeds from the Government parties 
while a large part of the dues is realised within 60 days, certain amounts remain 
outstanding beyond 60 or even 90 days. The N.C.D.C. should make its collec- 
tion drive more vigorous and ensure thet there are no inordinate delays in the 
recovery of dues from different parties. (XI-16) 


51. Some disputes regarding deductions made by Government parties 
from coal bills have been pending for anumber of years and concerted efforts 
do not appear to have been made by the N.C.D.C. to expedite settlement. This 
is hardly in conformity with the commercial practices and it is essential that 
vigorous efforts are made to arrive at reasonable settlements with the parties 
concerned. (XI-17) 


52. (a) As far as possible, coal supplies to Public Undertakings and even 
to large private consumers should be made direct and not through the middle- 
men, There are, however, practical difficulties in achieving this ideal of doing 
direct business with all the Public Undertakings. (X1-22) 


52. (b) The Committee on Public Undertakings (1967-68) have in their 
report on N.C.D.C. recommended that the Government should issue a directive 
that the Public Undertakings should not make their purchases of coal through 
middlemen but direct from N.C.D.C. However, there might be difficulties in 
issuing a Central directive to power houses most of which are in the State 
Sector. Such a directive would haye a limited value. The N.C.D.C. should 
canvas its sales on the basis of its performance. After decontrol, it is in a better 
position to provide financial incentives to Public Undertakings to take direct 
supplies of coal. Moreover, it should attend to their complaints and grievances 
promptly and effectively. (XI-23) 


53. In case certain Public Undertakings are not at all willing to take coal 
supplies except through middlemen, the N.C.D.C. should devise arrangements 
whereby it: may receive direct payments from the Undertakings on the lines 
suggested in the Report. (XI-23) 


54, (2) While making concerted efforts to do direct business with Public 
Undertakings and large private sector enterprises, the N.C.D.C. should also 
seek to develop its market fully with the assistance of the middlemen who 
already have a considerable sales organisation around the country. However, it 
is necessary to make a review of the working of the system of sale of coal through 


middlemen and remove whatever deficiencies have developed in the system. 
(XI-24) 


54, (6) What has been wrong in the present sales procedure through 
middlemen is not that they are employed for obtaining business but that their 
functions and liabilities are not clearly defined except by what goes in the 
name of trade practices. 


Any business concern and more particularly, a Government concern must 
reduce to writing all the terms and conditions of its sale rather than leave them 
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to be inferred from trade practices. Such agreements should define precisely 
all the respective obligations of the N.C.D.C. as well as of the middlemen. 
(XI-24) 


55. (a) The effective credit period enjoyed by some of the middlemen 
gets considerably extended beyond the official credit period of 90 days due to 
(a) inordinate delays in the receipt of bills from the collieries (b) delays in the 
receipt of cheques from the middlemen and (c) delays in negotiating/encashment 
of cheques particularly the out-station cheques. (XI-26 & 27) 


55. (b) It would have been in accordance with the good business practice 
to have conceded even a larger amount of commission or rebate than to have 
undertaken an uncertain liability by allowing the middlemen to make payments 
over extended periods of credit. The decision of N.C.D.C. to allow longer credit 
periods had a serious implication in so far as it afforded an opportunity to the 
middlemen to use the money of N.C.D.C. for their own use, may be for a limited 
period, after receiving the sale proceeds from actual consumers. This was 
partly responsible for the problem of large outstandings against middlemen 
particularly M/s.S. K. Kahansons. It is necessary to cut down the period of 
credit to bring it close to the period during whichthe middlemen manage to 
realise dues from their customers. Invour view, the credit period should not 


exceed 45 to 60 days. (X1-28) 


56, (a) The N.C.D.C. should make a review of the present system of 
financial coverage provided by middlemen and take a clear decision as to the 
extent of business which can be allowed to different middlemen in relation to the 
Bank Guarantee/letter of credit. Decisions for different middlemen should be 
based more on the knowledge and experience of credit-worthiness of the parties 
concerned, rather than only on the volume of orders given by the parties. More- 
over, the N.C.D.C. should also examine how far the present form of Bank 
Guarantee is satisfactory both from legal and financial angles. In any case, the 
Bank Guarantee should be renewed well in advance. (XI-29) 


56. (6) While maintaining the system of Bank Guarantee or providing 
some such alternatives as insurance cover taken by the middlemen, the National 
Coal Development Corporation should examine the different situations and if 
necessary, it may make suitable adjustments in the rates of commission/rebates 
to neutralise its disadvantages and to offer better competition in coal market. 

(XI-30) 


57. Of all the middlemen, the outstandings beyond credit period against 
M/s 8. K. Kahansons have all along been the largest. There has been lack of 
prompt and resolute action on the part of N.C.D.C. on many points in dealing 
with this firm. From time to time, some decisions were taken, but no effective 
action was taken to realise the dues, nor was the business with the firm reduced. 


(X1-32) 


58. Qne of the factors which made the comparative position of the N.C.D.C. 
weak in dealing with the middlemen was its deper dence on only a few middlemen 
for dispesal of its output of slack coal. In order to provide greater safeguards in 
future, it is necessary that concerted efforts are made by N.C.D.C. to see that 
to the extent the sale of coal has to be arravged through middlemen, the busi- 
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ness is distributed over a sufficiently large number of middlemen so that depen- 
dence on a few middlemen is avcided, What is required is that the N.C.D.C. gets 
out of the present situation in which it feels helpless in taking any action against 
the defaulting middlemen and for this purpose it is necessary to reduce depen- 
dence on a few middlemen. (XI-33) 


59. There is need for speeding up the billing procedure. The billing system 
may be changed from fortnightly to weekly basis and it should be ensured that 
bills are prepared and despatched qu'ckly after the close of a week. The Accounts 
and the Sales Departments should keep a close watch and all inordinate delays 
should be promptly investigated and responsibility for the negligence fixed. 

(XI-34) 


60, The Unit of the Sales Department responsible for realisation of dues 
from the middlemen should be suitably strengthened so that the collection 
drive may be made more vigorous. (XI-34) 


61. Interest should be charged by N.C.D.C. on cutstandings beyond the 
credit period. The recent decision of the Board of Directors regarding levy of 
interest of 83 per cent on over-dues should be implemented effectively. In 
future, the agrecments made by the N.C.D.C. with various parties for coal 
supplies should contain a stipulation regarding levy of interest on outstandings 
beyond the eredit period. (X1-35) 


62. Positive measures for expeditious recovery of outstandings should be 
devised by the N.C.D.C. The past reeord of N.C.D.C. in this respect is hardly 
flattering. It is surprising to find that overall these years, the N.C.D.C. has not 
found it possible to devise effective actionand that the situation was allowed 
to get out of control. The seriousness of the situation where private parties are 
allowed to default on the obligation to the N.C.D.C. and to make use of the funds 
for their own purposes would not seem to have been realised either by the Sales 
Department, the Managing Directors or the Board of Directors, or there was 
inability to evolve positive action in muking recoveries of these outstandings. 


(X1-36) 
Chapter XII—Transport— 


63. Concerted efforts should be made by the Railways to improve the wagon 
supply position in the N.C.D.C. collieries. It may be helpful if an operational 
plan is explored by the N.C.D.C. and the Railways jointly every year for the 
movement of coal from each colliery on morth to month basis keeping in view 
the trends and prospects of coal production in different collieries. This plan 
should be reviewed from time to time. (XII-3) 


64. To encourage coal consumers to take greater supplies of coal during slack 
seasou some financial incentive may be given ; the effect of such incentive may 


not be large. (XTI-4) 


65. The wagon supplies made by the Railways are found to be irregular in 
regard to timings and proportion and sequence of supplies of steam and slack 
rakes. Irregular and erratic supply of wagons affect the production in and des- 
patches from collierics adversely in a number of days. (XII-7—9) 
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66. To the extent short supplies either on Railways’ or collieries account 
cannot be avoided, the Railways should ensure that in this process the se- 
quence of supply of steam and slack rakes in the collieries concerned does not 
get unbalanced. (XII-11) 


67. The Railways should consider if it is possible to supply mixed rakes for 
steam and slack coal particularly when the movement is in one direction for 


both types of coal. (XII-11 ) 


68. The Railways should examine if the N.C.D.C. collieries in the sanie 
aroa and served by the same depot yard, can be treated as a group and are allow- 
ed to submit a common loading programme or otherwise ‘livert the rakes 
from one colliery to another in certain situations. (XII-12) 


69. The collieries may be allowed to place indents of wagons direct to the 
Railways Divisional Office a few days in advance of the loading day as is done 
by most of the private collieries. Alternatively the deficiencies of the existing 
system of formulation of the loading programme may be removed. (XITI-13) 


70. Direct communication facilities should be provided betwen the colliery 
area and the Sales Department in Calcutta. CXTI-13) 


71, The request of collieries for revision or cancellation of the loading pro- 
gramme for particular days should be entertained by the Railways 2 or 3 days in 
advance of the loading days. (XTT-13) 


72. Closer liaison should be maintained by the Railways and the Collieries 
at operational levelso that the available pilots and empty wagons can be utilised 
to the best advantage of both the Railways and the collieries. (XIT-14) 


73. Collieries should make a concerted effort to take maximum advantage 
of the transport capacity available on all the days including Sundays and other 
holidays. (XTI-16) 

74, The free loading time of five. hours allowed by the Railways to the 
collieries of Gidi A, Bhurkunda and Saunda is not adequate and has to be in- 
creased. The collieries may have adequate elbow-room if for the present, frec 
loading time is increased from 5 to 10 hours. (XII-19) 


75. From the long term point of view, it may be necessary for the collie- 
ties to make certain modifications in the loading arrangements in the collieries 
so that efficiency of loading cperations is increased. The N.C.D.C. may exa- 
mine two alternatives viz. (1) shifting of the weighbridge to bring it under the 
existing loading point ard (2) shifting of the loading point tc bring it over the 
existing weighbridge by using additional belt conveyors. (XIT-20) 


76. Single colliery rake loading is a practice which essentially benefits the 
Railways and hence such collieries of N.C.D.C. should not be unduly penalised 
when they have failed tc load all the wagons of a rake by the time pilot guard 
arrives. In this respect they should be treated in the same way as other collie- 
ries which do not take full rake. (XIT-21) 


77. In regard to rationalisation scheme, the Railways should at least 
remove restrictions which are not governed by the questiou of economic use of 
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Railway capacities and which were earlier imposed at the instance of the Coal 
Controller te suit the marketing of coal of certain areas particularly Bengal- 
Bihar. (XIT-25) 


78. It is suggested that movement of coal from Korea and Rewa fields 
should be allowed beyond Sawai Madhopur and beyond north of Manikpur. 
The collieries of Banki, Surakachar and Korba should be allowed to supply coal 
to industrial consumers beyond Waltair. The present system of levyivg siding 
charges in the M. P. collieries opened after 1948 is discriminatory and com- 
pletely contrary to the very policy that dictated the opening of these mines in 
the M. P. area. It is essential that the pravtice which is followed in, the case of 
the overwhelming majority of collieries situated on the Eastern and South 
Kastern Railways should apply to the N.C.D.C. collieries in M.P. as well, 

(XIT-26 & 27 


Chapter XITI-—-Factors of Production; Manpower; Stores and Stores purchases — 


79, Almost at all projects, there is scope for large improvement in produc. 
tivity by raising production without raising the manpower, by better employ- 
ment, and more intensive use of machinery, provided requisite sales and trans- 
port facilities are arranged for the larger, production. (XIII-8) 


80. Even a rough comparison shows that in a number of collieries, there is 
room for economy in manpower. We suggest that the matter should be more 
fully gone into by the teams which have been separately suggested for reviewin 
the project reports and bringing them up to date. (XIIT-10) 


81. The overall advantages lie in reviewing and streamlining purchase 
arrangements and the purchase procedure at the headquarter level and not by 
raising the local purchase powers of the local officers. (XIII-18) 


82. It is understood that N.C.D.C. are considering the establishment of a 
number of regional stores. We consider that this proposal should be given effect 
to without delay. The Regional Stores Officers should be responsible for reple- 
nishment of colliery stores to the level of one month’s requirement, for 
maintaining sufficient stocks at the regional stores to enable them to do so, and 
for control and regulation over stocks. The regional stores officers should be 
responsible for placing indents for the purchase of stores. By making regional 
stores officers indenting officers for stores and spare parts, delays in the pur- 
chase can be reduced. The constitution of a combined department at Head- 
quarters for stores and purchase is recommended. (XITI-20-21) 


83. We consider whatever difficulties there may have been in the past, 
attempts should be made to revive the earlier position whereby N.O.D.C. be. 
comes a direct demanding officer for the D@S&D rate contracts. (XTTT-24) 


84. N.C.D.C. is having large inventories according to the balance sheets of 
the preceding few years. The attempts made so far to locate surpluses and to 
dispose them of have been wholly inadequate. (XITI-26) 


85. It is one of the major lacunae in the N.C.D.C. that the postings in 
the price store ledgers are greatly in arrears and these arrears are in a confused 
state. (XIIT-27) 
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86. Mechanical system of store accounts has been introduced. But the 
supporting preparatory arrangements have not received the attention required. 
All the items have not been codified. There is considerable confusion in the 
stores classification. These have to be sorted out and procedures established 
for the effective use of machine accounting. We suggest that immediate attention 
should be given to rectify the position. 


87. We recommend that the N.C.D.C. should appoint a small committee 

of competent officers to draw up a programme for bringing about these im- 
provements regarding stores within a period of say next 1 year or 18 months. 

(XITI-30) 


Chapter XIV—Spare parts and Workshop facilities— 


88. Now that the import of spare parts have remained liberal since the 
latter part of 1966, the N.C.D.C. should have another look at its procedures in 
order to see that these do not stand in the way of making the full and prompt 
use of such foreign exchange as is made available to it for the import of the much 
needed. spare parts. (XIV-10) 


89. There should be a very close liaison between the N.C.D.C. and the 
MAMC and H.E.C. at Ranchi in-regard to. the manufacture of mining equip- 
ment. Similar coordinating efforts are necessary in order to secure from the 
Bharat Earthmovers and other manufacturers of earthmoving machinery early 
deliveries of the equipment. (XTV-11) 


90. The workshops should be regarded more or less as independent unit 
and their work should be directly supervised at the higher level by the Chief 
Engineer (E&M) at Ranchi who should be made fully responsible to make these 
workshops achieve the maximum degree of efficiency and usefulness. (XIV-17) 


Chapter XV—Management at Colliery level— 


91. The Committee, however, considers that there is substance in the sug- 
gestion that the officers who are administratively responsible for production 
cost, labour relations and safety should also be statutorily responsible for the 
observance of safety regulations. The correct remedy would be that wherever 
permissible the D.S.0.C. should himself assume the responsibilities of the 
Colliery Manager under the Mines Safety Regulations. We do not propose, 
however, that for this purpose the number of DSOC should be increased. What 
is proposed is that to the extent that the regulations permit the statutory respon- 
sibility for the safety and the administrative responsibility should be combined. 

(XV-5) 


92. On account of the earlier traditions and centralised working and in the 
absence of codes and manuals defining powers and functions of each officer in 
each field, there is still a noticeable lack of coordination at the colliery and Area 
level. It is, therefore, essential that N.C.D.C. should fully recognise the DSOC/ 
Project Officer as the principal officer on the spot responsible for production, 
economy in costs, safety and labour relations as well as for carrying out all 
those policy instructions which were issued from time to time from the head- 
quarters, (XV-7 & 8) 
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93. We agree that codes and manuals should be prepared early for the 
guidance of officers working in the field as well as in the area and headquarters 
organisations, (XV-9) 


94, There should be a system of regular inspection of the field by the super- 
visory officers both from the area and the headquarters level. (XV-13) 


95. It should be possible to consider the performance of each officer and in 
the case of really good performance to award accelerated increments, hono- 
raria, merit allowance, some such monetary incentives to the selected officers, 
An obverse of this proposal is to penalise those whose work is not up to the 
standard. (XV-14 & 15) 


96. There are many other ways in which recognition of good work can be 
given. N.O.D.C. might find it desirable to introduce some system of medals, 
certificates of merits, or other awards to officers of the rank of DSOC and 
below. (XV-16) 


97. We suggest that every quarter the Project Officers and the DSOC of 
each area should meet, discuss matters relating to their problems, receive 
guidance from the A.G.M. and the.Technical Officers of the headquarters, 
Similarly there should be half yearly or at-least annually a conference of all 
the DSOC/Project Officers at the headquarters. (XV-17) 


98. DSOCs/Project Officers and those other officers who might have the 
potential of undertaking these responsibilities, should be given a course of 
management training at the recognised institutes in the country. (XV-17) 


99. One of the ways of improving the technical knowledge is by means of 
house magazines on technical matters, (XV-17) 


100. There should be seminars and conferences of junior officers and of 
foreman and operators at the appropriate level. (XV-18) 


Chapter XVI—Administration at area level— 


101. We conclude that the number of areas should be reduced from 10 to 9 
by combination of Baikunthpur and Bisrampur. This does not mean of course 
that all the A.G.Ms. have to be of the same status, But they should have similar 
administrative, financial and discretionary powers. (XVI-2) 


102, The number of persons working as staff officers in certain areas 
appears to be excessive. A review should therefore be made taking into account 
the quantum of work involved. (XVI-5) 


103. The accounts work should be fully decentralised. The area accounts 
officer should be made fully responsible for compilation of accounts for the 
atea. The existing system whereby a great deal of expenditure is incurred 
through imprest account is not satisfactory. (XVI-7) 


104. Where regional stores are established, officers in-charge of these re- 
regional stores should be administratively under the control of the Controller 
of Stores‘and Purchase in Ranchi. (XVI-8) 
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105. In some areas it may be necessary to appoint special officers of the 
Sales Departments for contacts with local customers like power houses, settle- 
ments of disputes, finding local markets etc. These officers should be under the 
administrative control of the Sales Office at Calcutta. (XVI-8) 


106. There should be close liaison between Area General Manager and 
officers like Superintendent of workshop, regional stores officer and local sales 
officer wherever posted. This could be brought about by frequent consulta- 
tion. (XVI-9) 


107. There should be a special section of Industrial Engineering Depart- 


ment manned with engineers having special training in-industrial engineering. 
(XVI-11) 


108. We have been informed that sometimes decisions are taken at the 
Headquarters without consultation with the Area General Manager. There have 
been cases of the A.G.M.’s views having been overruled, specially in matters 
relating to labour relations. We consider that it would be advisable that in all 
such cases the final decision should be communicated to the parties concerned 
by and through the A.G.M. (XVI-13) 


Chapter X VII—Headquarter’s Organisation— 


109. There is scope for a reduction in departments like civil engineering 
department at headquarters. There should be an organisation and Methods 
Division in the Administrative Division of the headquarters to ensure that the 
office staff at headquarters, areas and. field units is sufficient but not excessive. 
The Planning Department of the headquarters needs to be strengthened. The 
Planning Teams as well as the Planning Department should be staffed not only 
with the Mining Engineers but also with persons who have knowledge of markets 
for coal, transport facilities etc. The Research and Development Wing should 


also be in the charge of the Chief Engineer of the Planning Department. 
(XVII-5) 


110. The Sales Office needs to be strengthened with a section for undertak- 
ing market surveys and for collecting market trends. (XVII-6) 


111. A Washery Section may be constituted as an independent section 
in the charge of Functional Director (Technical). 
(XVII-8) 


Chapter XVITI—Financial Results— 


112, It may be legitimate to estimate that if the production and sales 
is increased by another 2 to 3 million tonnes, the N.C.D.C. will have not only 
come out of the position of losses on current account but would have streng- 
thened itself sufficiently to meet part of the unabsorbed losses of the previous 
years and provide for any other contingencies. The capacity production and 
sales of some 15 million tonnes from the collieries, now on revenue account 
should result in the Corporation having definitely turned the corner. 

(XVITI-14) 


285 


113. The N.C.D.C. needs to examiine carefully the future of the collieries 
showing losses (Giridih, Argada, Talchar, Deulbera, Bachra etc.) in order to 
see how they can be made financially viable. If there is no possibility of making 
them viable they may even have to be closed. (XVITI-22) 


114, Although there is no specific directive in the case of Gidi Washery, 
we consider that in fairness, this is also a case where the losses that are likely 
to accrue from the operation of Gidi Washery be debitable to the Central 
Government. (XVITI-23) 


115. The N.C.D.C. and the Department of Mines and Metals should explore 
fully with the Ministry of Petroleum and Chemicals the possibility of the esta- 
blishment of a coal-based fertilizer factory in the public sector in Banki- 
Surakachar region. The-establishment of such a unit will simplify the problem 
of making these two capital intensive mines financially viable. (XVITT-25) 


116. We have noticed that there is no adequate budgetary control on 
the expenditure incurred at various units and in various offices. Employment 
of additional staff and workers upto certain levels of pay is decentralised to 
Area authorities. Without adequate budgetary control, the exercise of these 
powers may very easily lead to extrayagance. Corresponding to the pro- 
duction plan there should be the annual expenditure plan with the budgetary 
provisions made for various items of expenditure which are required for the 
projected level of production: (XVIII- 

31-32). 


117, In addition to the budgetary control over expenditure, the N.C.D.C. 
should work out, in relation to the working conditions at each mine, norms 
and standards as to the complement of manpower and machinery to be em- 
ployed. for expected optimum rate of production. Similar norms should be 
prescribed for the quantity of explosives used or stores consumed. 

(XVITI-33) 


Chapter XIX—Training and Research— 


118. It is suggested that the Corporation should give intensive training 
to all of its employees and refreshers’ training by—(a) Reorganising its training 
schools and mine mechanisation training institutes to impart intensive training 
to its skilled workers and supervisory staff; (b) giving training within the indus- 
try upto the level of Assistant Colliery Manager; (¢) for Colliery Managers 
particularly those who are promising, an opportunity for broadening their 
outlook and learning modern system of management at institute of Management 
at Calcutta and Ahmedabad and for higher level personnel at the Administrative 
Staff College at Hyderabad. (XIX-5-6-7) 


119. We feel that the important reasons for the breakdown of machinery 
are inadequately trained machine operators and poor maintenance. Training 
institutions may be started ab Barkakana and Korba Workshops for machine 
operators and maintenance crews. 'The importance of preventive maintenance 
should be emphasised and the efficiency of operators and maintenance person 
unel including officers should be judged by the number of hours machines are 
tun without a break down. (XIX-7-8) 
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120. There should be short-term courses for supervisors giving them 
training in theoretical and practical aspects of their respective branches. 
These could be arranged in the respective areas. Suitable training arrang ments 
should also be made for store-keepers and stores officers, cost accountants and 
cost accounts officers, and the technical personnel in other cadres. 


(XTX-8) 


121. It is suggested that the Corporation may institute a scholarship 
scheme under which bright) young boys of its employees may be sponsored 
for mining/technical courses under a bond to serve the Corporation for a 
certain minimum period. (XIX-8) 


122. We feel that a large Corporation like N.C.D.C. should have a Research 
Wing of its own to lock to its technical problems requiring immediate solutions. 
(XIX-9) 


123. N.C.D.C. should have adequate library facilities by which it should 
subscribe for larger number of technical papers. A monthly digest of technical 
papers may be prepared and circulated for creating abiding interest in its 
technical officers in the mining field. 


124, Following are suggested— 

(1) Seminars may be held where different officers may read papers and 
initiate discussion on specific practical problems, relate their own 
experience of handling such problems and learn about how others 
have handled the same and other problems in the course of their 
work. 


(i) A house-magazine, quarterly to begin with, devoted to technical 
subjects. Articles on ‘various technical matters could be contri- 
buted to this magazine by the officers and other employees of the 
Corporation. 

() If sufficient interest and technical thought develops as a result of 
the above two measures, the N.C.D.C. may undertake publication 
of technical bulletins on a variety of subjects which could be of 
interest to the managers, officers and workers of the Mining Industry 
as well. (XTXK-9 

Chapter XX—Coking Coal— 


125. It would be desirable if, in the interest of conservation of the coking 
coal reserves, Government pursues the scheme of amalgamation of small holdings 
vigorously and also does not grant fresh licences for small collieries for starting 
new enterprises or for expansion. (XX-3) 


126. For Monidih and Sudamdih, an efficient management has to be set 
up to achieve the targeted production in the minimum possible time. We 
trust that the advice and the assistance of the Polish experts would be available 
also during the initial periods after production commences. (XX-4) 


127, With the likely investment of more than Rs. 50 crores and has the 
problems of collieries may be different from those of other N.C.D.C. collieries, 
these two mines by themselves may prove to be big enough to require the consti- 
tution of a separate company. It may be examined at a later date whether 
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such a company would be an economically viable proposition. For the present 
our suggestion is that for these projects, viz., Sudamdih and Monidih, the Area 
General Manager incharge should be vested with adequate powers to take 
‘on the spot’ decisions, on all matters affecting the progress of work and has 
the assistance of competent staff who have proved their ability during the 
construction stage. Among the problems which this officer should tackle 
right from now is along term arrangement for the steady and assured supply 
of spare parts, replacement etc. It would be useful if the M.A.M.C. which also 
has Polish collaboration is closely associated with the provision of machinery 
for these mines. (XX-5) 


128. It may become necessary for the deep mines at Sudamdih and Monidih 
to be given a special price or their production subsidised so as to be competitive. 


(XX-6) 


129. We suggest that the rates of subsidy being granted by Coal Board 
should be reviewed in the light of conditions prevailing and likely to prevail 
at Sudamdih and Monidih and, if necessary, suitably revised keeping in view 
the fact that these mines are being specifically developed to provide the much 
needed prime coking coal. (XX-7) 


130. We recommend that before taking-up any more deep mines, their 
economics vis-a-vis intensive exploitation of the ‘easier’ reserves in the posses- 
sion of the private sector should be carefully gone inte, in consultation with the 
steel plants, the Coal Board and the owners of these collieries. 

(XX-7) 


Chapter XXI—Coal Washeries— 


131. Normally the agreement between the washery and the consumer 
regarding price should be arrived at by direct negotiations; butif they fail to 
produce an agreed conclusion within a period of say, six months, the Govern- 
ment should make arrangements for fair and prompt decision in the matter, 
if necessary, by setting up a committee or a referee to reach decision. It is 
not proper that such inter-unit disputes between the public undertakings should 
be allowed to drag on for years as in the case of Kargali washed coal. The 
referee and the committee should be free to evolve fair principles to decide the 
issues involved. 

(XXq1-3) 


132. For various reasons the Bi-cable Ropeway installed at a cost of Rs. 
13 lakhs was discarded. It is not understood why such difficulties could not be 
foreseen and rectified. The alternative system of transport is by road and the 
cost per tonne during 1966-67 was Rs. 2-31 in case of chute loading and Rs. 
3°51 in the case of hand loading. Possibilities of transport by pipe-line may be 


explored. 
(XXI-4) 


133. The main points regarding slurry at Kargali Washery which need 
consideration are: 


(+) Such a large washery was designed and erected with so small a 
capacity for recovery of fines (15 tonnes per hour if all the three old 
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filters are used whereas the quantity of fines coming at the original 
capacity was 50 tonnes per hour). An effort should be made to 
increase the capacity of slurry circuit. 


(tt) No attempt was made to recover the fines going into the slurry for 
such a long time resulting in a great loss (estimated at Rs. 2 crores). 


(##) During the expansion scheme the capacity of slurry circuit was 
increased to 68 tonnes per hour and this has been available since 
March, 1966, but it is not being used effectively. The expenditure 
since then on the manual recovery of the fines is about Rs. 27 lakhs. 


(tv) During the enquiry this was taken up in detail and ultimately it 
was decided to instal two more screens whieh were to result in 
stoppage of manual collection by January, 1968 but the work has 
been, delayed due to one reason or other. 


(v) The percentage of ‘fines’ recovered and the amounts paid fluctuate 
widely from month to month. It is rather strange that the per- 
centage of ‘fine coal’ could vary so widely. A strict check should 
have been exercised over the quantities reported to have been tans- 
ported by the contractor, 


From our examination of the questions and answers received by us as well 
as the absence of a sense of urgency on the part of officials concerned to adopt 
simple remedies which would have saved the Corporation about Rs. 8 lakhs per 
year, we have reasons to conclude that the arrangement for manual recovery of 
the slurry requires detailed probing by the Managing Director with the assistance 
of some expert in coal washeries from outside the NCDC. 

(XXT-10) 


134. In the course of examination of the proposal for sanctioning the Gidi 
Washery Project several questions were raised by the Ministry of Mines and 
Metals as well as the Ministry of Finance, but there is no record to show that the 
remunerativeness of the project for the NCDC was touched upon. It is 
rather surprising to note that though the Memo. submitted to Expenditure 
Finance Committee (of which the Finance Secretary was the Chairman) con- 
tained a specific heading ‘state the estimated yield and economic implications’ 
no material information was given except to say that the cost of washing would 
be Rs. 6+22 per tonne. 

(XXI-12) 


135. We suggest that in future no washery project should be sanctioned 
unless its economics are worked out and a clear appreciation made that the 
consumer would be willing to meet the cost of washing. 

(XXT-13) 


136. The firm market for Gidi washed coal is not now expected to be more 
than one million tonnes leaving a balance of 0-8 million tonnes for which there 
is no prospective market. In addition there is also the problem of finding 
reasonable price for the washed coal, especially when raw blendable coal of com- 
parative quality continues to be available in adequate quantities. 

(XXT-16) 
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137. No formal directive was issued to NCDC to take up Gidi Washery. 

The correspondence shows that as far as NCDC was concerned the insistence 

of the Government was as good as directive. We recommend that in the case 

of Gidi Washery project, the financial losses that may accrue on the working 

of this project be entirely met from the central revenues and should not affect 
the profit and loss account of the NCDC. 

(XX1-17) 


138. The corresponding turn over in terms of washing expenses alone 
ranges from Rs. 80 lakhs in Sawang to about Rs. 3 crores in Kathara. By any 
standards these projects are large enough to require that at the production stage 
they should be manned by experienced and competent factory managers. 

(XX1-22) 


139. The NCDC will be well advised to ensure that the foreign collaborators 
who are helping the Corporation in the installation of these washeries, maintain 
sufficient technical personnel in India even after the washeries are commissioned 
to advise and, if necessary, take charge of several problems that may arise 
during the teething periods until the washery reaches its optimum level of 
production. In the meantime, selected officials should be nominated to under 
study the foreign experts so that they can take over the management and run 
it competently after the plant hés reached optimum level of production. These 
officials could be selected from any of the NCDC cadres, 


(XXI1-23) 


140. As far as Kargali Washery is concerned, the best solution now seems 
to be to persuade one of the technical collaborators at the three washeries under 
construction, to nominate. persons who can put the production of this washery 
on a satisfactory basis and run the plant at an optimum level of production for 
a period of six months. In the mean time some selected officers should be nomina- 
ted to understudy the foreign experts so that they can take over the manages 
ment from the foreign experts at the end of the period. Besides, top managers 
and other technical staff should be kept in readiness for managing these 
washeries. 


(XXI-23) 


141, There should be a technical section of a small number of expert 
personnel in charge of work relating to waheries at the headquarters at Ranchi. 


(XXI-24) 
Chapter XXI1—Industrial Relations— 


142. We consider that these joint management councils should be revived 
and every effort made to built up cooperative working at the colliery levels 
through such councils. Eventually these could very well built up the base for 
workers participation in management. 


(XXII-4) 


143. We have been informed by management andthe labour union that 
labour-management relations in National Coal Development Corporation have 
been good. Figures of mandays lost due to strike and cessation of work in the 
collieries/establishments of National Coal Development Corporation during 
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the last four years showed that the record of National Coal Development Cor- 
poration in respect of industrial relations was a good one, except in respect of 
certain strikes at the headquarters in Ranchi and at Gidi A colliery in May- 
July, 1967. (XXII-5) 


144, The safety measures taken and the safety record of the organisation 
are important in determining the state of labour relations in the mines, In this 
respect too the National Coal Development Corporation record compares favour- 
ably with that of the coal industry as a whole. 

(XXTI-8) 


145. In respect of amenities and welfare measures generally the National 
Coal Development Corporation has established its reputation as a progressive 
employer. Several labour unions have admitted this fact. There are many 
who considered that many of these amenities and welfare measures are, if 
any, unduly generous, especially as the earnings of the Corporation are low 

(XXIL-9) 

146. The question of multiplicity of unions is now before the National 
Commission of Labour. It has been suggested to the Commission by many 
responsible quarters that the principle of having a majority union as the single 
bargaining agent in various industrial units, should be given statutory recogni- 
tion. We fully support this suggestion. 

(XXII-15) 

147, Over a period of six weeks since the 14th June 1967 the staff of the 
Headquarters was on strike at a time when, on the management side there was 
confusion in leadership at the headquarters. 

(XXII-19) 

148. The way in which labour matters were handled at the headquarters 
during 1965 to 1967 should also icdicate the need to ensure that the grievances 
of staff-and labour are taken up proniptly for making firm and unambiguous 
decisions which should also be implemented equally quickly and promptly. 

(XK XTI-21) 

149. One other point that emerges from the labour management relation- 
ship as it developed since 1965, is the need for the National Coal Development, 
Corporation management at various levels to keep itself in close touch with the 
jocal officials of the State Government especially those dealing with public 
opinion and with matters of law and order. It is for the National Coal Develop- 
ment Corporation officials concerned to promote adequate public relation with 
the local officials and with the Jocal public opinion. 

(XXII-22) 


150. We consider that labour unions should not undertake as part of their 
union activities agitations, and demonstrations relating to the acts of the alleged 
corruption and mismanagement. 

(XXTI-24) 


151. It is important that effective measures are taken by the management 
to ensure that cases of corrp tien md mismanagement, whenever discovered are 
investigated and where they are found to be true, they are dealt with in a deter- 


rent manner. 
(XXIT-24) 
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Chapter XXI1I—Over reporting of Coal Stocks and Fines— 


152. There was over reporting at Kathara. The excess appears to have been 
adjusted in subsequent months by showing coal despatched from raisings a8 
having been despatched from stock. We have not examined the financial and 
cash records of the colliery to ascertain whether similar manipulations had 
been made in these records as well. The matter should be investigated further 
by the Corporation. (XXTII-3) 


153.. Manipulation of production records is a serious matter and persons 
responsible for it should have been suitably dealt with. Even now, it may be 
worthwhile re-opening the two cases at Kathara and South Balanda where 
apparently first there was over-reporting and later under-reporting. 
Moreover. in order to prevent recurrence of such mis-reportings, we 
recommend that the Project Officers should have strict instructions to ensure 
the correct reporting of stocks, and to record reasons whenever there is any 
change in the basis of reporting for example when changes are made in 
the quantity moved per dumper trip. For the purpose of varifying the stock 
reported at the end of the year the Head office should have a team of surveyors 
to visit all the collieries in turn for verification of large stocks. (XXIIT-7) 


154. In respect of fire at Sausida colliery, we are constrained to observe 
that if detailed analysis of atmosphere had been. conducted at frequent intervals 
earlier also, the fire could probably have been detected and arrested in time. 

(XXIII-13) 


155. We suggest that in respect of fires, the following measures, amongst 
others should be taken— 


(1) Stockpiling of coal should be avoided as far as possible but where this 
becomes unavoidable precautions such as minimising the height 
of the heap, isolating them by cutting trenches etc. should be ob- 
served. Arrangements should be made for sprinkling of water and 
taking of temperature readings. 


(i) Wherever there are areas sealed off due to fires, regular analysis of 
atmosphere and pressure surveys should be conducted and the 
results perused carefully. 


(ii) A regular enquiry should be instituted in every case of fire. If it 
is a major fire like the one at Kurasia, one or more experts from 
outside the N.C.D.C. should be on the enquiry committee. The 
terms of reference of the committee should be comprehensive and in 
particular, it should be asked to find out as to how the fire arose and 
whether all possible precautions were taken. Suitable notice should 
be taken for any negligence in the matter. 


(iv) The report of the enquiry should be considered by the Board and if 
necessary by the Government and the loss should be written off 
under the orders of the competent authority. At present there 
does not seem to be any systematic procedure established for report- 
ing such losses to Board and for obtaining its orders in regard to the 
write-off of losses. (XXIII-25) 
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Chap er XXIV—Complaints of Malpractices and Financial Irregularities— 


156. Judging from the number and varied nature of the complaints it 
has been concluded that there is no proper agency in the Corporation to look 
into the allegations and malpractices in time. The efficiency of the Corporation 
in this respect has to be judged from the speed with which it handles such 
complaints when made to the management and the promptness with which 
disciplinary action is taken against :rring personnel. Vigilance action to be 


effective has to be prompt and firm. 
(XXIV-9) 


157. It is needless to emphasise that a corporation of the size of the 
National Coal Development Corporation having to deal with contractors, sales. 
etc. should have a proper vigilance system in the headquarters as well as in the 
fields. There should. be a full time Vigilance Officer of sufficiently high status 
who will be dealing with vigilance and other cases of complaints promptly. The 
officer should work in close touch with and under the direct control of the 
Managing Director and should have adequate staff to assist him in vigilance 
work, There should be corresponding Vigilance Officers at appropriate level 
in the area and various units of the Corporation. 

(XXIV-11) 


158. There are certain sensitive areas in which decisions of the officers 
are liable to lead to complaints of malpractices and irregularities. These referred 
to placing of contracts, maintenance of niuster-roll, sales, purchase, etc. In 
these sensitive areas there should be periodical inspections by officers of techni- 
cal departments of the areas and intemal audit department. The reports made 
by these inspecting officers as well as those made by the internal audit should 


be available for study to the Vigilance Officer. 
(XXIV-12) 


159. Where an investigation establishes a prima face case of corruption 
or malpractices, there should be no hesitation or delay on the part of the 


management to take departmental action so as to serve as an example to others. 
(XXIV-12) 


160. Where allegations against officers are found to b> false or malicious 
suitable action should also be taken against the complainants so that honest 
officers are not allowed to suffer harassment by such complaints. 

(XXIV-12) 


Chapter XXV—Some Aspects of Administration—General and Finance~ 


161. The concept that we have put forward in this respect is that of decentra- 
lised administration. Considerable powers administrative, financial and dis- 
ciplinary have already been delegated to the area officers as well as to officers in 
charge of projects. It is important that these officers are encouraged to exercise - 
these powers and in this regard they must be guided by the policy decisions or 
procedures laid down from the Headquarters. 

(XXV-1) 
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162. Decentralisation of functions must be accompanied by systems of 
control in the form of reports on progress of work, cost data, production data, 
labour management relations etc. The returns and reports when received be 
properly scrutinized at the Headquarter and points arising from them 
quickly brought to the notice of decision making authorities. Secondly, there 
should be regular systems of inspection and field visits by senior officers from 
the Areas and the Headquarters. 

(XXV-2-3) 


163. It would have been better if, like many other public sector undertakings 
there was also a provision for termination of service at three months’ notice in 
respect of the officers of National Coal Development Corporation. This possibility 
may be explored. It should be possible to introduce such a clause at least for the 
new entrants 


(XXV-5) 


164. In regard to financial and accounts procedures, the recommendations 
made in the first report and in other chapters of this report are brought together 
below— 


(i) There is urgent need for bringing priced store accounts upto-date. 


(#) The system of monthly reconciliation between the cost accounts and 
the financial accounts should be revived as early as possible. Until 
the store accounts have been placed on proper footing, it should 
be considered whether at least partial reconciliation could not be 
made and brought to the notice of the management each month, 


(iit) Frequent reviews of the progress of expenditure on each project 
should be undertaken so that any excess over the sanctioned esti- 
inates are quickly noticed and considered by the sanctioning autho- 
rities. Excessive capital costs may well make a project unr. munera- 
tive. 


(w) There should be a review cach»month of the cost sheets submitted 
by the collieries. In particular, the comparative figures of perfor- 
mance in respect of costs, existence of any idle employment or 
manpower and such other matters should be promptly brought to 
the notice of the top management by a systematic study of the cost 
sheets. 


(v) There should be budget ry control on the production expenditure 
incurred in the areas and units. Detailed procedure should be 
evolved and brought into effect to ensure this control. Any cases of 
undue extravagance should quickly come to notice and these should 
be investigated and necessary action taken thereon. 


(vt) The Internal Audit Section should be strengthened and greater 
use made of it for the study of the various comparative unit costs 
and such other matters. 


APPENDIX I 
GovERNMENT OF INDIA 


MINISTRY OF STEEL, MINES & METALS 
(DEPARTMENT OF MINES AND METALS) 


New Delhi, the 22nd July, 1967 
RESOLUTION 


No. C2-8(7)/67—The performance of the National Coal Development 
Corporation Ltd., Ranchi (a public sector undertaking) has been causing con- 
cern for some time past inasmuch as production has not been commensurate ' 
with the investment made and there is no adequate return on capital in- 
vested. There may be scope for improvement in regard to such matters as 
planning, administrative and organisational set-up staffing, procurement 
of equipment, control of stores, financial and budgetary control management- 
employees relationship and marketing. The alleged malpractices and financial 
irregularities need also looking into. 

Government feel that an independent review of these problems, among 
other issues, is likely to be helpful at this-stage in order to enable remedial 
actions to be taken for removing any deficiencies which may be affecting over- 
all and detailed performance of the various units of the National Coal Deve- 
lopment Corporation. Government, therefore, hereby appoints a Committee 
consisting of— 


1. Shri G, R. Kamat, LC.S., formerly Secretary, Planning Commis- 
ston.—Chaurman. 

2. Shri Mohan Lal Gautam, M.L.A. (U.P.)—Member. 

3. Shri 8. 8. Saluja, Acting Principal, College of Mining andM et al- 
lurgy, Banaras Hindu University, Varanasi —Member. 

with its headquarters at New Delhi to conduct such a review. 

Shri Ram Sahay, Under Secretary, Department of Mines and Metals 

will be the Secretary of the Committee. 


3. The Committee will identify and assess deficiencies and ascertain the 
causes therefor in respect of each of the spheres among others, referred to 
in paragraph I above. The Conmmittee will also indicate what remedial action 
can be taken and what improvements, if any, be made in the policy and 
organisational set up to ensure full utilisation of the installed capacity, 
not only to bring about efficient performance immediately but also to gear 
up the organisation to take up additional responsibilities in future. 


4. The Committee willreport to Government by the 31st October, 1967.* 


(Sd.) N. C. SHRIVASTAVA 
Secretary to the Government of India. 








* This date was subsequently extended up to 20th August, 1968. 
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APPENDIX II 
List of N.C.D.C. officials who sent replies to the questionnaire to the N.C.D.O. Committee 


1. Shri C. Balram, Deputv General Manager (Tech.). 
2. ShriS. J. Verma, Chief of Administration. 
3. Shri G. S. P. Sinha, Legal Adviser. 
4, Shri S. B. Ghosal, Chief Purchase Officer. 
5. Shri G. J. Rosario, Controller of Stores. 
6. Shri I. 8. Jain, A. G. M., Umrer. 
7. Shri S. Yegneswaran, A. G. M. Bokaro & Kargali. 
&. Shri A. N. Banerjee, A. G. M., Karanpura, 
«Shri T. V. Laxmanan, Additional A. G. M., Bisrampnr. 
40, Shri J. M. Dhawan, A. G. M., Talcher. 
il, Shri N. Chandra, A. G. M., Korba. 
12. ShriS. K. Mukherjee, Additional A. G. M., Giridih. 
13, ShriS. K. Bose. Additional A. G. M., Sudamdih. 
14. Shri R. G. Mehendru, Additional A. G2 M.)Singrauli. 
15. Shri P. C. A, Paul, Additional A. G@. M., Kurasia. 
16. Shri T. Singh, Executive Engineer, Gidi Washery, 
17. Shri B. N. Bose, Executive Engineer, Kurasia. 
18. Shri D. S. Mathur, Executive Engineer, Korba. 
18-A. Shri M. V. Rao, Suptg. Engineer, (E.&M.), Kargali. 
18-B. Shri M. R. Srinivasan, Suptdg. Engineer (E&M:), Baikunthpur. 
18-C, Shri J. C. Gupta, Suptdg. Engineer, (E&M), Kargali. 
19. Shri R. K. Das Gupta, Executive Engineer, Bhurkunda. 
. Shri H. K. L, Jois, Executive Engineer, Surkachar, 
Shri K. Chandra, Executive Engineer. Duman Efill. 
. ShriS. R. Mandat, Executive Engineer, Monidih. 
. Shri Ranjit Singh, Executive Engineer, Bachra. 
. Shri M. H. R. Sharma, Executive Engineer, Kathara Washery. 
. Shri A. B. 8. Chauhan, Executive Engineer, MMTI, Bhurkunda. 
. Shri A. B. Guha, Executive Engineer, Kurasia, 
. Shri V. G. Natrajan, Executive Engineer, Bhurkunda. 
28, Shri R. Ramakrishnan, Executive Engineer, Bokaro. 
29, Shri V. Madhusudan, Executive Engineer, Manikpur. 
30. Shri H.G. Gundu Rao, Executive Engineer, Bhurkunda. 
31. Shri k. LL. N. Rao, Executive Engineer, Barkakana. 
2, Shri M. L. Karwal, Executive Engineer, Korba/Manikpur. 
33, Shri E. J. Jacob, Executive Engineer, Korba Workshop. 
34. Shri R. V. Mishra, Executive Engineer (Civil), Talcher, 
25. Shri A. M. Samanta, Executive Engineer (Civil), Monidih. 
36. Shri S. N. Sinha, Executive Engineer (Civil), Gidi Washery. 
37. Dr. R. N. Singh, Headquarter Officer, Ranchi. 
28. Shri B. Sharan, Superintending Engiveer (C), Gidi Washery. 
39. Shri J. P. Das, Superintending Engineer (C), Kargali Washery. 
40. Shri P, P. Bigory, Shri U. Kumar, Colliery Managere, Kargali-: 
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41, Shri P. R. Sinha, Colliery Manager, Bokaro: 

41-A, Shri A. K. Patnaik, Dy. Supdt. of Collieries, Uinrer. 
41.B, Shri K., A. Sinha, Dy. Supdt. of Collieries, Korba. 
41-C. Shri B. N. Prasad, Dy. Supdt. of Collieries, Giridih. 
41-D. Shri T. N. Jaggi, Dy. Supdt. of Collieries, Gidi ‘A’. 
41-E. Shri J. Rai, Dy. Supdt. of Collieries, Chalkari. 

42. Shri P. L. Ralhan, Colliery Manager, Sawang. 

43. Shri R. B. Mathur, Colliery Manager, Jarangdih. 

44, Shri C. R, Dass, Colliery Manager, Chalkari. 

45, Shri S. 8. Rastogi, Colliery Manager, Asnapani. 


46. Shri J. N. Uppal, Shri R. R. Bhal, ShriT. P. Basu, ShriR. K. Varma,Colliery Managers, 
Bhurkunda. 


47, ShriT. K. Deb, Colliery Manager (Engineering Division), Bhurkunda. 
48, Shri A, 8. Prasad, Shri J. K. Dua, Shri P. C. Biswas, Colliery Managera, Saunda. 
49. Shri A. N. Singh, ShriS. N. Jha, Shri H. 8. Dhillon, Colliery Managers, Saya] (D). 
50. Shri S. C. Khera, Colliery Manager, Bachra. 

51. ShriS. T.. Doshi, Shri S. M. Diddee, Colliery Managers, Bisrampur. 
52. Shri S. K. Bhatnagar, Colliery Manager, Duman Hill. 

§3. Shri M. A. Ubaid, Colliery Manager, Kurasia. 

54, Shri A. K. Gulati, Colliery Manager, Korea-T. 

55, Shri C. P. Bangal, Colliery Manager, Churcha. 

56. Shri B. N. Sarkar, Colliery Manager, Jamuna. 

57, Shri G. S. Atwal, Shri KK. M. P. Varma, Colliery Managers, Korba, 
58. Shri D. G. Raibagkar, Colliery Manager, Surakachar. 

59. ShriS. P. Varma, Colliery Manager, Daulbera. 

60. Shri P. N. Mathur, Colliery Manager, Nandira. 

61. Shei S, De, Sarkar, Colliery Manager, South Balanda. 

62. Shri R. N. Bansal, Colliery Manager, Umrer. 

63. Shri K. R. Prasad, Colliery Manager, Singrauli, 

64, Shri S. Chattapadhayay, Dy. Supdt. of Collieries, Surkachar. 

65. Shri D. R. Momidwar, Shri B. C. Mishra, Colliery Managers, Kampti Pilot Mine. 
66, Shri A. G. Watwe, Colliery Manager, Monidih. 

67. Shri T. N. Raina, Supdt. Central Workshop, Barkakana. 

68. Shri O. P. Sobti, Supdt. Central Workshop, Korba. 

69. Shri D. P. Gupta, Dy. Chief Mining Engineer, Kargali. 

10. Shri J. N. Sarkr, Dy. Chief Mining Engineer, Gidi ‘A’. 

71. Shri P. K. Mallik, Dy. Supdt. of Collieries, Sawang. 

72. P. N.S. Pradip, Dy. Supdt. of Collieries, Sayal. 

73. Shri U. K. Raja Rao, Dy. Supdt. of Collieries, Silewara. 

74. Shri P. M. Singh, Dy. Supdt. of Collieries, J.E.D. Bhurkunda. 

75. Shri A. N. Banerjee, Dy. Supdt. of Collieries, Saunda. 

76. Shri R. D. Roy, Dy. Supdt. of Collieries, Jarangdih. 

77. Shri J. PB. Yadav, Training Officer, Orissa Region, Talcher. 

78. Shri C. R. Bhattacherjee, Dy. Supdt. of Collieries, Manikpur. 

79. Shri M. P. Marayanan, Dy. Supdt. of Collieries, Jamuna. 

80. Shri P. M. Kakar, Dy. Supdt. of Collieries, Gidi ‘C’. 

81. Shri S. K. Mitra, Dy. Supdt. of Collieries, Bachra. 

82. Shri A. Pani, Dy. Supdt. of Collieries, Talcher. 

83. Shri S. K. Mukerjee, Dy. Supdt. of Collieries, Patherkhera. 


APPENDIX III 


List of Persons/Organisations who sent written material to the N.C.D.C. Committee 


SOA A Mw ow bd w 


10. 
il, 
12, 
13. 
14, 
15, 
16. 
17. 
18. 
19, 
20. 
21, 
22, 
23. 
24, 
26. 
26, 
27. 
28. 
29, 
30. 
31. 
32. 
33. 
34, 
35. 
36. 
37. 
38, 
39. 
40. 
41. 
42, 
43, 
44, 
45. 
46. 


. Shri P. K. Ghosh, M.P. 
. Shri N. K. Bhatt, M.P. 
. National Coal Organisation Employees’ Association. 


Shri B. K. P. Sinha, Organising Secretary, M.P. Colliery Workers’ Federation. 
Shri Hardeo singh, Hind Mazdoor Sabha, Kurasia, 
Sbri G. M. Taori. 


. Colliery Mazdoor Sangh, Giridih. 
. Coal Workers’ Union. 
. Chhatisgarh Coal Mining Mazdoor Sangh, 


Bihar Koyla Mazdoor Sabha, Dhanbad, 
Shri S. Lall. 

Dr. A. Lahiri. 

Shri 8. T. Raja. 

Shri Kanti Mehta. 

Shri N. 8. Pandey. 

Shri S. N. Sehgal. 

Shri A. V. Venkateswaran, 
Shri A. N. Lahfri. 

Shri A. B. Guha. 

Shri G. S. Khosla. 

Shri K. S. Bhandari, 

Shri K. 8, R. Chari. 

Shri Jagjit Singh. 

Shri K. B, Mathur. 

Shri A. Zaman. 

Shri R. C. Dutt. 

Shri Chhedi Lal. 

Shri 8S. K. Majumdar, 

Shri Raj Kumar. 

Shri J. G. Kumaramangalam. 
Shri A. H. Azad. 

Shri D. R. Bagroy. 

Shri K. dha. 

Shri C. S. Kumar. 

Shri B. L. Wadehra. 

Shri B. K. Ghosh. 

Dr. D. P. Dhar. 

Shri V. P. Sondhi. 

Shri 8. K, Ghosh. 

Shri 8. K, Nargundkar. 

Shri Y. Krishan. 

Shri R, N. Singh. 

Shri J. M. Shrinagesh. 

Shri J. M. Kitchlu. 

Mr. K. H, Sallmann of Federal Republic of Germany. 
Mr. Katani of Federal Republic of Germany. 
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Place & date of meeting 





APPENDIX IV 


List of Persons with whom the NCDC Commitiee had discussions 


Name of the persons interviewed 





Caleutta 
Do. 


Do. 
Do. 


Do. 
Do. 


Do. 
Do. 
Do. 


Ranchi 


Do. 
Kargali 
Barkakana 


Do, 
New Delhi 

Do. 

Do. 


Do. 
Do. 
Do. 
Do. 


Do. 
Monidih 


C.F.RB.I1, Jealgora 


Monidih 
Kunastoria 
Giridih 


a 


7-9-67 FN. 
7-9-67 ALN, 


7-9-67 A.N. 
8-9-67 F.N. 


8-9-67 A.N. 
9-9-67 F.N. 
11-9-67 F.N. 
& ALN. 
11-9-67 A.N. 
12-9-67 F.N. 
12-9-67 A.N. 


11-9-67 A.N. 
11-9-67 A.N. 


ABRRHRAOS 
SSSSSS545 


N. 
21-11-67 A.N. 
N 


22-11-67 FLN. 


23-11-67 





Shri S. K. Nargundkar, Ex-Chairman and Managing 
Director of N.C.D.C. 

Sbri A, B. Guha, Ex-Coal Mining Adviser to Govt. and 
presently a Director of N.C.D.C. 

Officers of N.C.D.C.’s Sales Organisation , 

(:) Chairman & Secretary of D.V.C. 

(it) Officer of N.C.D.C.’s Sales Orgatisation. 

(i) Officers of Kastern Railway. 

(iz) Officers of N.C.D.C.’s Sales Organisation: 

Managing Director, N.C.D.C. and Officers of N-C.D.C.’s 
Sales Organisation. 

Shri Kanti Mehta, Labour Leader and former Director of 
N.C.D.C. 

Shri RB. Lall, Head of the Coal Div., M/s. Andrew Yule & 
Co. Ltd. 

(‘) Shri-A»C, Bose, Coal Controller 

(ii) Railway Liaison Officer of N.C.D.C. 

Officers of Purchase, Organisation of N.C.D.C. 

Representatives of J.W.C 

(i) Officers of 8.E. Railway. 

(ii). Officers of N.O.D.C.’s Sales Organisation. 

Shri M.S. Rao, Chairman and Shri R. Prasad, M.D., 
N-C.D.C. 

Shri Kartik Oaon, M.P. 

Shri B, C, Mitra, M.P. 

Shri B.N. Singh, formerly Director of Production, N.C.D.C. 

Officers of N.C.D.C, Headquarters. 

17 Officers of Bokaro & Kargali area of N.C.D.C. 

10 Officers of Karanpura Area M.D., D.G.MA(T) & Ch, 
Engr. {@&M). 

Office bearers of N.C.O.E.A 

Shri DeR: Bagroy Retd. C.M.E. of N.C.D.C. 

All Area General Msnagers, D.G.M.(T) & Ch. Engr. (E&M). 

Shri P. K. Ghosh. “.P. 

Shri V. P. Sondi, Ketd. Chief of Geology, N.C.D.C. 

Shri Y. Krishan, F.C. & C.A.0. of N.C.D.C. 

Shri J. G. Kumaramangalam, former D.G.M.(A) of N.0.D.€, 

Shri Chhedi Lal formerly J.8.in Deptt. of Mines & Metals. 

Shri BR. C. Dutt, former M.D., N.C.D.C. 


Shri K. S. R. Chari, Coal Mining Adviser, Deptt. of Mines 
& Metals and formerly A.G.M. in N.C.D.C. 

Shri 8. K. Majumdar, former F.C, of N.C.D.C. 

Shri S. T. Raja, former M.D N.C.D.C. 

Shri §. N. Sehgal (Retd. Coal Mining Adviser, Deptt. ot 
Mines & Metals.) 

Shri N. S. Pandey, former Director of N.C.D.C. 

(i) Shri G. 8. Jabbi, D.G. of Mines Safety till 18-11-67. 
(i) Shri R.G. Deo, D-G: of Mines Safety, from 19-11-67. 
(i) Dr. A. Lahiri, Director, C.F.R.I. 

(i) Dr. Bagchi, C.F-B.1. 

A. G. M. and 4 other Officers of Central Sharia Area. 
Officers of the Kunastoria Colliery. 

Officers of Giridih Area. 


Oe a a 
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Place & date of meeting 
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APPENDIX IV —Contd. 


Name of the persons interviewed 





Giridih 
Monidih 


Ranchi 
Do. 


Silewara 


Manikpur 


Korba (M.P.Elect. 


Board). 
Korba (Rest 

House) of 

N.C.D.C. 
Banki 


Banki (Rest 
House) 


Korba (Central 


Workshop) 


Korba (Rest .. 


House) 


Korba (Rest .. 


House) 
Bisrampur 
Do. 
Korea 


Baikunthpur 


Bisrampura 
Ranchi 


Barkakana 


23-11-67 A.N. 


13-11-67 A.N. 


24-11-67 A.N. 


25-11-67 F.N. 


25-11-67 A.N. 
26-11-67 FN. 


26 11-67 A.N. 


27-11-67 F.N. 


26-12-67 A.N. 


28-12-67 B.N. 


28-12-67 A.N. 


28-12-67 A.N. 
29-12-67 F.N. 


29-12-67 A.N. 
30-12-67 F.N. 


(10-30 Hrs) 


30-12-67 F.N. 


(12:00 Hrs.) 


30-12-67 
28-4-68 
29.4-68 
30-4-68 


1-5-68 


2-5-68 


PAP oo 
“10 & oo 


Shri Chapalendu Bhattacharya, Branch President, Colliery 
Mazdoor Sangh. 

() Additional Area. General Manager, Central Jharia. 

(it) Dr. Bagchi, C.F.R.1. 

Financial Controller and Chief Accounts Officer, NCDC. 

(t) Chief Auditor, Commercial Audit and Financial Con- 
troller, N.C.D.C. 

(ii) Shri J. Singh, Partner of M/s. Singhi & Co., Auditors 
of N.C.D.C. 

(t) Superintending Enginer, (Geology), N.C.D.C. 

(it) Shri Basu of Basu & Co., Auditors of N.C.D.C. 

(<) Chief Purchase Officer, N.C.D.C. 

(it) Controller of Stores, N.C.D.C. 

Chief Internal Audit Officer, N.C.D.C. 
Financial Controller and Chief Accounts Officer, N.C.D.C. 

Chief Vigilance Officer, N.C.D.C. 

17 Officers of the Umrer Project. 

A.G.M., DSOC and Accounts Officers of the Umrer Project. 

G) A.G.M., Nagpur and DSOC (Patherkhera). 

(it) A.G.M. & DSOC, Umrer. 

(iit) Dy. Chief Engineer, Maharashtra Electricity Board: 

(i) A.G.M.,,Omrer. 

(ii), DSOC (Silewara) and two officers of Maharashtra 
Elect.) Board. 

(i) A.G.M., Korba. 

(it) DSOC, Manikpur. 

(iii) Russian Expert. 

(iv) Shri-B. N. P. Sinha, Organising Secretary (M.P.C.W.F.) 
with his Joint Secretary and 4 other members. 

A.G.M. and DSOC Kroba and four officers of the M.P. 
Elect. Board. 


A.G.M. and the Dy. Financial Adviser. 
A.G.M. Korba and seven other officers of Banki and Korba 
Projects. 


A.G.M., Korbaand 12 other officers of Korba, Banki and 
Surakacher Projects. 

(1) A.G.M., Korba. 

(it) Chief of the Workshop and Russian Experts. 

(itt) Russian Experts. 

A.G.M., Korba and 22 other Officers of Korba, Manikpur 
and the Central Workshop. 

9 Officers of Korba Area (individually). 


A.G.M., Bisrampur & DSOC, Bisrampur. 

A.G.M. Bisrampur & DSOC Churcha. 

A.G.M., Baikunthpur & other Officers of Korea & Duman 
Hill Collieries. 

(i) Additional A.G.M., 
Kurasia Colliery. 

(i) Shri Hardeo Singh of Hind Mazdoor Sabha. 

(iti) Representatives of M.P. Colliery Workers Federation. 

(i) Additional A.G.M. Baikunthpur & Bisrampur, Senior 
D.F.A. & Area Accounts Officers. 

(ii) Additional A.G.M., Baikunthpur & Deputy Superin- 
tendent of Collieries of Jamuna. 

(##).8 DSOCs of Baikunthpur area. 
A.G.M., Bisrampur & Officers of Bisrampur Colliery. 

Meeting with Officersof N.C.D.C. 


Baikunthpur and Officers of 


§/Shri Dubey & Pandey- of Colliery Mazdoor Sangh, 








APPENDIX V 


List of places visited by the NCDC Committee 


Caleutta 
Ranchi 
Kargali 
Barkakana 
Monidih 
Jealgora (CFR) 
Kunastoria 
Giridih 
Umrer 
Silewara 
Manikpur 
Korba 
Banki 
Bisrampur 
Kurasia 
Korea 
Baikunthpur 


Churcha 
Katkona 
Bokaro 
Jarangdih 
Sawang 
Kathara 
Serampore 
Kurhurbaree 
Argada 
Bhurkunda 
Saunda 
Bachra 
Gidi 
Sayal 
Duman Hill. 
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